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This business research report studies current project
cost control systems used by Hong Kong construction con-
tracting companies and suggests modification to current
cost control measures in order to establish more inte-
grated systems.
The attributes of the Hong Kong construction industry
are specifically reviewed since they are considered as the
objective constraints to a project cost control system.
For the project cost control system to be suitably adapted
in Hong Kong, it must be so designed to cater for the
methods of estimating the cost and the way the funds are
to be utilised. Further, the system has to identify
parties who could affect the estimated costs and may be
responsible for the extra costs involved.
The internal organisation of a contracting company
creates constraints to the cost control system. The way
the project is being managed and the method of project
accounting both affect the mechanisms of the cost control
system. A study of some current practices in cost con-
trolling helps us to establish the base of our proposed
system.
3In our questionnaire survey to the 30 largest con-
tracting companies in Hong Kong, ten of them responded
with complete answers. Their general opinions about pro-
ject overrun causes coincide with ours. This information
formulates our list of responsible parties for proiect
cost overruns. Further, the company profiles reflect tha
though they are among the largest construction companies
in Hong Kong, their cost control measures are not very
successful. There are still a relatively large proportion
of projects that have overall cost overruns. Some of
these companies only have a very low level of cost con-
trol; this shows that the introduction of an integrated
system will be of some value.
Our proposed system is based on the concept of
matching actual expenditure with the estimated cost. The
first step is to establish a cost data bank which is
capable of breaking down the tasks of a project into
various cost items and to price them in a form compatible
to the expenditure accounts. This transformation of cost
information facilitates the comparison between the actual
cost and the estimated cost. Every discrepancy between
these two costs is recorded by the system with an appro-
priate cause code which identifies the parties responsi-
ble for the cost overrun or underrun. Apart from identi-
fying cost overruns and. the respective responsible
parties, the system is also capable of preparing claims
4
through its data base functions.
Since construction is a very complicated business,
the efficiency of a cost control system will depend on the
way construction information is presented- i.e. the me-
thod of measurement and the Bills of Quantities presen-
tation. Given the existing practices of the Hong Kong
construction industry, the proposed system inevitably
involves certain deficiencies which should be taken into
consideration during its implementation. It is hoped that
new solutions will be found and that other alternatives
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Construction contracting is a very risky business-
especially in Hong Kong where building designs are so
complex and sophisticated. In the past decade, the con-
struction industry has been one of the significant com-
ponents in the GDP of Hong Kong. In 1982, it accounted
for 7.4% of the GDP but its employment was only 3.3% of
the total working population, which was quite significant
in showing the cost involved.
The enormous amount of construction work carried out
in Hong Kong is indeed a consequence of various historical
and geographical factors. Historically, the- immigration
of refugees from Mainland China during the late '40s and
the flowing in of illegal immigrants in the '70s have
pushed a sudden rise in the population of Hong Kong. This
boosted the demand for housing and civil engineering con-
struction works and during that time the necessary infra-
structure for development was established. Geographical-
ly, the geological condition of the subsoil and the hilly
topography of the city increased constructicr. cost as a
result of using complicated foundations to build high-rise
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buildings and the large scale of civil works involved in
formation of the sites.
In Hong Kong, building construction projects which
exceed a hundred million HK dollars are not unusual. Faced
with construction projects of this scale, construction
cost control is a crucial factor in the success of running
a contracting organisation. In fact, any deviation from
the original construction plans may well mean a cost
variation in the scale of millions of dollars, and the
'cut-throat' competition among contractors has created
such a thin profit margin which will be easily skimmed off
as a result of these variations.
From our present understanding, most contractors in
Hong Kong do not have an integral and consistent system of
project cost control. Few problems will surface when the
market is good and at its height however, when the amount
of construction work is running down, project cost control
will become a determining factor to the contracting or-
ganisation's survival.
A good cost control system will provide the contrac-
tor with the following advantages.
(a) An increase in the certainty of the cost involved in
a project, thus securing the profit margin.
(b) A more competitive price can be bid in the tender
due to a 'Lower cost resulting from reduction in both
risk and allowance for contingencies.
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(c) Easier cost assessment in case of variation works or
extra works required by the building client.
(d) Achieving economic efficiency in organisation re-
sources allocation through resources planning and sub-
contracting part of the works out.
(e) The creation of a well-organised project cost in-
formation system will-be useful in setting off future
contract disputes and formulating contractual claims.
These functions are almost always ignored by most of
the Hong Kong contractors. However, we are not saying
that they do not have any cost control measures. We are
of the opinion that such measures can be formulated in
greater detail and more systematic so that the whole cost
control process can be more precise and efficient. This
is also the main reason that we are interested in conduct-
ing a study of the present cost control practices and, if
possible, to try to make some suggestions and recommenda-
tions to improve the current system.
The objectives of this study can be summarised into
the following areas.
(a) To introduce to the general management profession the
organisation of the construction industry, project
development process and the responsibilities of var-
ious parties in a real estate development project. We
believe that their understanding of the project cost
control system can assist them in performing better
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resources allocation and achieving higher economic
efficiency in any development project which may be
handled by them in the future. We also hope that the
project cost control system can provide them with some
innovation in manipulating other similar problems they
encounter. In many aspects, construction project cost
control conceptually resembles cost control theories
applied in production management of other industries.
The philosophy of a good project cost control system
may be useful to other industries as well.
(b) To investigate the existing cost control systems and
the problems associated with them- there are quite a
lot of different cost control systems a contractor can
use. Contractors-of different sizes can always choose
an adequate system which is the most-cost efficient to
them. If the benefits obtained from the information
contributed by .the system are less than the cost of
the implementation, then the system cannot be justi-
fied. A system which has excessive details usually has
difficulties in allocating field expenses, where a too
simple system would only provide data unsuitable for
either cost control or future estimating. Further,
the scope of the cost-system depends, to a considera-
ble extent, upon the characteristics of the job and
the type of contract involved. So before a new system
is proposed, the current systems and their problems
are to be reviewed. A study in this aspect is also
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useful in providing a reference for the future deve-
lopment of the cost control systems by other research-
ers.
(c) To derive a project cost control system tailored for
the Hong Kong environment. The success of an effi-
cient cost control system must match the various at-
tributes of the project and the construction company
itself. The type of contract used, the characteris-
tics of the project create the objective external
environment that the cost control system is to be
built in. The contracting business' organisational
structure, its sub-contracting practices, and its
project accounting procedures make up the internal
environment for the cost control system. A good cost
control system should cater for the above factors and
can always reflect the financial status of the project




Hong Kong is a colony of the United Kingdom and most
of its government machinery and business systems are in-
herited from the British practices and the construction
industry is no exception. A cost control system has an
inseparable relationship with the construction industry's
organisation, contractual arrangement and the technical
system of information processing. Since the Hong Kong
contracting business is further complicated by the multi-
contractual relationship which exists in a construction
project, we will try to discuss this practice in detail.
The significance of this sub-contracting practice is due
to the fact that a contractual relationship always defines
the parties' obligations in case of any disputes-or varia-
tion to the works whereas to execute cost control under
such condition will be very different from, say, a package
deal contract where there is only one contract for the
whole project. Because of this particular organisational
variation, our study will start with the introduction of
the organisation of the Hong Kong construction industry as
a whole.
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Information is collected from practising profes-
sionals, contractors, and sub-contractors in order to
provide a full picture of current practices in the indus-
try. A brief outline of the contractual arrangement re-
lated to the cost control system is also reviewed.
The next step will be a detailed investigation of the
cost control system of a typical Hong Kong contractor.
Emphasis will be placed on the procedures, effectiveness
and the philosophy behind the implementation of the sy-
stem. After scrutinising the current practices, we will
try to identify reasons which will cause project cost
overruns. Opinions will be seeked by sending out ques-
tionaires to various contracting organisations. From the
findings of the questionnaire, it will then be possible to
compare the capability of the current cost control systems
in handling different causes of cost overruns. Analysis
will be performed on those cost overrun items which the
current cost control practices are unable to manipulate.
Finally, we will introduce a systematic way to deal
with cost control problems. The new system will probably
comprise the following procedures.
(a) The setting up of a data bank which contains all
updated cost information for the purpose of pricing
and tendering.
(b) The breaking down of the total project cost into
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measurable items into the levels of detail compatible
with future cost expenditure items. These information
will be stored inside a computerised project cost
information system.
(c) Recording and measuring actual project expenditure.
and transfer such information to the project cost
information system. By a database transformation,
these information can be summarised in the format
which can be compared with the former cost break
down. Consequently, any cost deviation could be de-
tected and revealed. Further, the party responsible
for the deviation can be identified.
(d) Essential feedback of the realtime cost control in-
formation to the data bank for future use.
CHAPTER III
9CHAPTER III
INTRODUCTION TO THE HONG KONG CONSTRUCTION INDUSTRY
The Developer
The developer, or the building Client, is the first
party to be mentioned in the construction industry. In
most cases, he is also the landowner. The develoDer's
objective is to turn a piece of virgin land or to re-
develop a piece of land into something of a higher econo-
mic value. The Client as the financier of the work, is
the employer of the other members of the construction
team. The Architect, Quantity Surveyor, specialist and
consultant engineers, clerk of works and contractors are
all employed by, and are responsible to the Client. His
interest should be uppermost in the minds of all these
parties. Normally, developers can be classified into two
categories:
(i) Government and public bodies.
(ii) Private corporations. and individuals.
Developers of the firs category are usually non-
profit seeking organisations. They develop buildings for
their own use or for the public. The construction con-
tract used in these building works is different from that
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being used in the private sector. The conditions of
contract are more detailed.
The advantage of winning the contract- of this cate-
gory is that payments from the Client are secured and
probably will not be delayed. It also builds up a good
reputation for a contractor if he is always selected as
the Government project builder. However, the disadvantage
of these contracts is that everything has to be under
formal procedures and something like a commercial settle-
ment will not be possible if there are any disputes or
claims between the Client and the Contractor. Moreover,
competition in this sector of works is keen enough to be
an disadvantage.
Developers under the second category are individuals
or business corporations. They either develop buildings
for their own occupation or for commercial use or for
transaction. Unlike clients in the public sector, private
developers may choose to select a construction contractor
through private negotiation rather than open tendering.
Further, payments from a private developer are usually
delayed and thus the Contractor will have difficulty in
the preparation of a realistic cash-flow programme.
Professional consultants
Professional consultants comprise the design team
members. They provide the necessary technical knowledge
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in building design and constuction. They are responsible
for all information they provide since they are governed
by their professional ethics. Through the recognition of
their professional qualifications and the reputation of
their professional institutions, the Client should be able
to trust them in carrying out the design and supervision
of the construction work properly. Any dispute between
the client and these consultants can be resolved either
by referencing the appointment contract terms or by a
claim through tort for professional negligence. This
relationship between the client and the professional con-
sultants guarantees that the design will meet the client's
wants and the independency of the consultants on the
supervision of the execution of the works.
Members of the design team are:
(i) Architect
(ii) Consulting Quantity Surveyor
(iii)Structural Engineer




The Architect is considered to be }he leader of the
design team. He is appointed by and under contract to the
Client. If the Client does not appoint a Project Manager
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to execute his authority, the Architect is the Client's
legal agent. He is responsible for translating the con-
cepts and needs of the Client into a building form. He
records them in the form of drawings and specification in
order to communicate them to other members of the design
team and the builder. Besides, he is also responsible to
the society by presenting information which is acceptable
to the society and conforms to general safety, planning
and constructing standards.
The term Architect is a protected term in Hong
Kong. Only members of the Royal Institute of the British
Architects (R.I.B.A.), Hong Kong-Institute of Architects
(H.K.I.A.) or institutions of equivalent recognition may
call themselves Architects. The main duties of the
Architect are as follows.
(a) Offering advice of a competent nature in building
design and development.
(b) Providing services for the-project construction in-
cluding the production of adequatae drawings, site
inspections, approval of workmanship and materials and
resolving constructional problems.
(c) Advising on all matters regarding statutory regula-
tions.
(d) co-ordinating design team members to ensure the effi-
cient use and co-ordination of their expertise.
(e) supervising the entire project construction and issue
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necessary variations to the design to ensure that the
Client's requirements are fulfilled.
The Consultant Quantity Surveyor
The consultant Quantity Surveyor is often referred to
as the building economist or the construction cost
consultant. His role is mainly in the financial aspect.
He is ususally appointed directly by the Client but often
with the Architect's recommendation.
The consultant Quantity Surveyor deals with all
matters on cost and contractual matters. His-major ob-
jective is to provide the Client with the building he
requires at the best value for his money, and at the same
time allowing an efficient builder an equitable profit
margin. He is supposed to act impartially between the two
parties and to take an umpire's role whenever disputes
arise. The Quantity Surveyor's service will commence
beforae the building is actually designed and continue
even the building is completed. He should be appointed at
the earliest possible stage in a project and should play a
major role in the design procedure. His duties include
the following areas.
(a) Providing early cost advice to Client and giving ap-
proximate estimates for feasibility study.
(b) Advising the Architect during the design stage to
achieve an economic building form, structure, size and
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standard.
(c) Preparation of cost-plan and perform cost analysis for
the Client to ensure a correct balance of expenditure
and to conceive an early development of cost controls.
(d) Preparation of necessary tender documents, including
the Bills of Quantities, and to arrange the formal
contracts with the successful Contractor.
(e) Controlling project cost during all stages and advi-
sing the Client of the current financial status and
anticipated total expenditure.
(f) Recommending the value of interim payments to the
contractor and assessing the cost of variation works.
(g) Preparing and agreeing the final account of the pro-
ject after completion.
(h) Analysing the project costs, so as to provide feedback
data for future use.
The Consultant Quantity Surveyor is in fact the
financial representative of the Client. So it is usual
for the Contractor to have staff to represent his benefit
in dealing with the financial affairs. The contractor's
Quantity Surveyor carries out the same duties as from (d)
to (h) above except that they act on behalf of and takes
the position from the view point of the Contractor.
The Structural Engineer
The Structural Engineer is another consultant to the
Client and his appointment is usually recommended by the
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Architect. He offers advice to the Architect to enable
the selection. of the most efficient and economic structure
in any particular situation. The Architect decides the
spatial requirements and the structural engineer suggests
the structural form by whichit can be achieved. The
Sructural Engineer is responsible for the stability of the
structure and the design of all structural elements in
terms of sizes and material. He has the necessary scien-
tific background to calculate the performance of various
structural components and the technical knowledge on the
method of constructing such components. His duties in-
clude the followings.
(a) Investigating and advising on the structural feasibi-
lity of the project at design stage such as the
material used and approxiate sizes of various struc-
tural components.
(b) Preparing working drawings of structural works and
bending schedules of steel reinforcement.
(c) Supervising the building construction in the struc-
tural aspect regarding the conformating of material,
size specification and workmanship.
(d) Giving advice and checking of other specialist struc-
tural work sub-contractors and suppliers.
The structural engineer is indeed a. consultant to the
Architect and assists hi.m in carrying out the spatial
design and solving his structural problem.s.
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The Services Engineer
In modern building design, envirnomental control is
considered as an essential part. The relative importance
of building Services Engineering has increased these days
because structural problems are usually easier to deal
with. The development of building services installation
has become so complicated and engineering-oriented that
the Architect is no longer able to be responsible for
them. Therefore, it is common for the Architect to recom-
mend the Client to appoint specialists in building ser-
vices engineering to account for the engineering design of
some of the following works.
(a) Acoustics- sound insulation and absorption.
(b) Air conditioning- heating, refrigeration and mech-
anical ventilation.
(c) Fire services- alarm system, hose reel, sprinkler
system, fire detecting system and other portable
equipment.
(d) Heating-- electrical,.gas, oil, solar power and solid
fuel heating.
(e) Lighting and electrical- natural and artifical
lighting, electrical wiring and equipment.
(f) Plumbing- hot and cold water supply and storage.
(g) Refrigeration- freezing compartment and cold
storage.
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(h) Refuse disposal- waste disposal and storage.
(i) Sanitation- sanitary system and drainage.
(j) Telecommunications- public antenna system, tele-
phone, telex, telefax installation, mirco-computer
networking,. etc.
(k) Transportation- vertical such as lift, escalator
horizontal such as conveyers, travelators.
A single party is usually appointed by .the Client to
take care of all necessary services design work. Essen-
tial services installation are air-conditioning installa-
tion, fire services installation, electrical installation
and transportation services installation. The services
engineer deals with-the engineering aspect of such instal-
lations, i.e. the functional aspect of the system and the
performance of equipment. They decided the equipment/
system that is required to achieve the specific per-
formance, but the spatial layout of the installation is
left to the Architect. So the co-ordination of various
services in spatial aspect should be the Architect's res-
ponsibility and he should co-ordinates the structural
engineer and the services engineer to produce a system
layout which best suits his spatial use. The duties or
services engineer appertain to the services provide but
may include:
(a) investigating and giving advice on the requirements
and feasibility of services at design stage,
(b) preparing and seeking approval of working drawings
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and related schedules,
(c) supervising the services installation.
The Project Manager
The Project Manager is traditionally not present in
the design team. His role in the past was-performed by
the project Architect. The rise of the Project Management
profession was due-to the complexity of construction deve-
lopment which forced the Architect to concentrate on his
design responsibilities rather than on project administra-
tion ones. The evolution of the Project Manager thus
takes over the Architect's leading role in the design team
and becomes the centre of the design group. Under such
administration, the Architect becomes a design consultant
like other specialists in the design team. The Project
Manager is appointed by the Client directly and acts as a
direct agent to the Client. He represents the Client's
benefits in every aspect and is supposed to co-ordinate
all specialist consultants for a competent design which
satisfies the Client's demands.
Apart from these duties which are taken over from the
Architect, Project Managers are also involved in project
financing and building marketing. He. is supposed to be the
one who knows beast about the project in every aspect, so
his involvement in project financing and marketing is
inevitable. The Project Manager's duties include the
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followings:
(a) Preparing financial appraisal and feasibility study
of the project including the arrangement of project
financing.
(b) Co-ordinating various professional consultants to
ensure that they produce a thorough and competent
design which meets the Client's requirement.
(c) Administrating project progress and development cost
during construction period to ensure that the project
will be completed within the scheduled time period
and the project budget.
(d) Verifying Contractor's completion of work and taking
over of the completed building after inspection.
(e) Marketing the developed property in the most effi-
cient way to fulfil the company's development objec-
tives.
As the scale and complication of development in-
crease, the importance of introducing a party to lead and
to co-ordinate the design team also increases. The tradi-
tional role of the design Architect as the leader of the
consultants is now changing. One who specializes in de-
sign is not always the appropriate candidate for project
administration because the two jobs demand people of dif-
ferent personality and intellect. The emergence of the
Project Manager in the design team is a natural evolution
which has already been proved to increase efficiency and
to facilitate an early visualization of problems.
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Other Consultants
Many situations may arise where other consultants are
required on the design team. A common specialist consul-
tant is the Landscape Architect, who is an expert in
landscaping design. Other consultants, like a hospital-
administrator in a hospital development, a nuclear physics
expert in a nuclear power plant construction or a hotel
management consultant in a hotel design are crucial to the
successful design of a particular kind of building. A
specialist consultant's contribution to the design team is
to provide their expert knowledge to other consultants to
produce a successful design in terms of function and
safety. His roles in certain aspects represent the func-
tion of a project manager, but the difference lies in the
fact that he does not possess the knowledge in construct-
ion technology and administration. So the project manager
can act as a bridge between the specialist consultant and
other professional consultants. His duty is to transform
the specialist consultant's requirements into information
which can be understood by-design team members and incor-




The term Main Contractor or Builder refers to the
party who directly signs a contract with the developer to
take up the construction of the whole. or the majority part
of the whole project. The Main Contractor is generally an
organisation incorporated to execute the construction
works. It must possess the required resources- capital,
plant, labour and the technical know-how to carry out the
works. Duties of a contractor vary in different types of
contract, but the general responsibility of a contractor
is to complete the construction works within the pre-
scribed time limit to the satisfaction of the Architect.
For a typical construction contract signed in Hong Kong,
the Contractor's obligations are clearly stated in the
conditions of contract. Any breach of such obligations may
lead to a claim for damage or a determination of the
contract, a copy of the Agreement and Schedule of Con-
ditions of Building Contract (Standard Form of Building
Contract) for use in Hong Kong, Second Edition 1976 (May
1979 Revision), which is the most popular form of con-




It is a common practice for the Main Contractor to
sublet its works to other contractors. The advantages of
so doing include the followings.
(a) Subletting of various parts of the works gains the
economic efficiency due to specialization of the work
of sub-contractor.
(b) The sharing of various parts of the works to sub-
contractors disperses the financial and capital bur-
den of the Contractor.
(c) The sub-contracting practice builds in flexibility in
the organizational structure of the Contractor which
enables it to remain competitive and responsive to
the fluctuating market condition.
The sub-contracting system is a very complicated.
system in the Hong Kong construction industry, but
generally speaking, sub-contracting occurs in one of the
following arrangements.
(a) Direct sub-contracting- the Main Contractaor sublets
a trade of work to a sub-contractor who supplies both
labour and material for the work the Main Contractor
is thus responsible for co-ordinating the work with
other installation.
(b) Labour-only sub--contracting- the sub-contractor only
supplies labour to carry out the sublet trade work.
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The Main Contractor will provide material, plant and
co-ordination.
(c) Material supply sub-contracting- the sub-contractor
in this case is also known as the specialist supplier
who supplies the Main Contractor with special fabri-
cated .material or semi-fabricated material for the
construction works. Examples are ready-mix concrete,
fabricated windows or doors, etc. The Contractor
will provide labour and miscellaneous material for
fixing and installation.
In a typical construction project in Hong Kong, it is
usual to have all three types of sub-contracting in dif-
ferent trades within a single contract. Also, there is a
possibility of having several tiers of sub-contracting
arrangements. Under such an arrangement, the sub-
contractor will make a profit out of subletting part or
whole of the sub-contract work to a sub-sub-contractor.
But the responsibility of this vertical line sub-
contracting is clear since there is always a contract
between any two parties involved in the sub-contract work.
Further, economic efficiency is achieved by the Main Con-
tractor by breaking down the work into specialised tasks.
A sub-contractor who can-serve several projects at the
same time will also be able to enjoy economies of scale.
Regardless of its advantages, there are also problems
in this multi-tier sub-contracting system. First of all,
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after several tiers of subletting, it is difficult for the
Main Contractor to control the on-site parties who are
actually executing the work. The Main Contractor may- not
even know who they are since he only deals with the upper-
most tier of sub-contractors. Secondly, if the executing
party is not qualified to do the work, the Main Contractor
will have -to go through a tedious and time consuming
process to chase tier by tier down to the responsible
party. Thirdly, in case if any of those sub-contractors
in the middle tiers ceases to perform their functions, the
Main Contractor will not be able to settle any problem
with the executing sub-contractor, since there is no
direct contract between them.
Nevertheless, this is the way the contractors in Hong
Kong run their businesses. Most contractors do not have
any permanent labour of their own. Instead they have
several closely related sub-contractors who form the core
of their labour supply. Problems do arise sometimes, but
the well established business relationship and the long-
term co-operation which often exists between Chinese busi-
ness parties will help to solve these problems through
give-and-take compromises which keep the system alive.
Nominated/Direct Sub-contractors and Suppliers
Apart from those domestic sub-contracting arrange-
ments, the Architect can also nominate Sub-contractors to
carry out those specialist works which require a better
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quality guarantee. Sub-contract tenders will be submitted
to the Client directly and the Main Contractor will be
instructed to enter into a sub-contract with the success-
ful bidder. The Nominated Sub-contractor will then sign a
collateral agreement with the Client in parallel to gua-
rantee their design and execution of work. The works
usually include the design, supply and installation of the
specialist work and the Main Contractor is required to
provide the necessary builder's work, coordination and
attendance to their installation. The Nominated Sub-
Contractor's responsibilities are bound by the Sub-
Contract conditions which are attached in Appendix B. As
to Nominated Suppliers, the Form of Tender and Conditions
of Tender (Appendix C) will form a binding document.
Sometimes, a different arrangement will be made to
give more autonomy to the sub-contractors. Under such an
arrangement, sub-contractors are called Direct Sub-
contractors. Their responsibilities and works are equiva-
lent to a Nominated Sub-contractor except that they do not
enter into a contract with the Main Contractor. Instead,
they will sign a contract with the Client and directly
deal with the Client. They usually take up minority parts
of the project such as the supply and installation of
various building services and other specialist work. The
builder will provide attendance and necessary builder's
work to coordinate their installations.
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A Review of a Typical
Contractual Arrangement in Hong Kong
The building process in Hong Kong begins with the
Client's appointment of design consultants. After his
approval of preliminary design and the setting of a budget
which makes his development feasible, the Architect has to
start with the detailed design. Other design consultants
also start their work in coordination with the Architect's
design and regular consultations between various parties
are required. The Quantity Surveyor will arrange the
necessary contract documents and will start to prepare a
Bills-of Quantities Booklet for the work. This booklet is
the basis of the contract. It summarises the quantities
of works to be executed and the Specification which covers
the execution of work and the completed works.
The Bills of Quantities is a typical document of a
lump sum contract which is the most frequently used con-
tractual form in Hong Kong. Appendix A is a copy of the
conditions of contract which forms part of the tender
documents. After the completion of the detailed design
and the measurement of-quantities of work, the project
works is now ready for tender. The tender documents
usually comprise a form of tender, conditions of tender,
conditions of contract, Specification and Bills of Quanti-
ties.
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In Hong Kong, the Bills of Quantities is usually
presented in a trade by trade format, which comprises the
following sections:
(i) Preliminaries- which list items preliminary to the
execution of work and temporary works not forming a
direct cost to the trade works.
ii) Preambles- it specifies the scope of measurement of
items in trade sections and is also an
amplification of the Specification.
(iii) Trades- items are grouped according to different
trades with their quantities. Elemental sub-
division within. each trade is also a possible al-
ternative to give more detailed information. If the
project consists of several large structural sec-
tions, trades may be categorized under each section
to give a demarcation of these structural sections,
i.e. any item can be classified under the following
three levels of identification:
Level 3Level 2Level 1
ElementsTradesStructural Division
Retaining wall,Concretor,Sub-structure,
Bricklayer, Roof slab,Super-structure Tower I,
Wall closets,Roofer,Super-structure Tower II,
Steel door S2,Podium, Plasterer,
etc.etc. Glazier,
etc.
For example, an item of reinforced concrete may be
classified as 'Super-structure- Concretors- Re-
taining wall- Reinforced Concrete grade 20/20 in
28
average 300mm thick wall'. Generally the more de-
tailed the item is classified, the more exact its
location can be described and the more useful this
piece of information will be to the Contractor.
Typical trades to be found in a Bills of Quantities
are: Concretor,. Bricklayer, Drainlayer, Asphalter,
Roofer, Carpenter and joiner, Ironmonger, Steel and
Metal Worker, Plasterer, Plumber, Glaizer and Paint-
er. Also, there are non-typical bills such as
Builder's Work in connection with services instal-
lation, external works, Prime Cost Sums and Prov-
ision Sums, etc.
(iv) General Summary- The general summary collects all
sub-totals from each trade summary and gives the
overall contract sum of the project.
During tendering, the tenderer is required to price
the Bills of Quantities by inserting a rate to each item
and extending the quantity figure to give a total amount
of the item. The Preliminaries section is also to be
priced and the sub-total of each trade will be carried
forward to the General Summary.
The Bills of Quantities, apart from its function as a
tender document, is a useful piece of information to the
Contractor for his cost control which we will further
exemplify in later Chapters.
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There are also several arrangements in selecting a
tender: open tendering accepts tender bids from any
contractor who is interested in getting the- project se-
lective tendering picks up tenders from contractors pre-
scribed in a selected list, or from contractors who are
qualified for bidding the tender. The Chinese traditional
way of selecting a Contractor by private negotiation is
still practised in small scale projects. While open ten-
dering takes too much time and private negotiation lacks
the competitiveness of getting a low tender, more Clients
nowadays are turning to selective tendering. In order to
keep a contractor's name on a tenderer list, the marketing
of contracting business is getting more and more im-




THE CONSTRUCTION CONTRACTING BUSINESS
The Organisation of a Typical Contractor
Construction companies can operate at the local or
the international level. International firms like Wimpey,
Dillingham and Mitsui have world-wide operations. How-
ever, we are only concerned with the structure of their
Hong Kong offices. These subsidiaries offices should, to a
very large extent, resemble the organisation structure of
the local contractors. The Hong Kong construction indus-
try follows closely the U.K. practices and thus creates an
atmosphere which may be different from that of the home
country in which the international contractor is based.
Considering the kind of work that is being conducted and
the prevailing atmosphere in Hong Kong, contractors should
have an organisational- structure similar to that of Fig.
IV(a)i-vi in the following pages. These six figures dis-
play the organisation chart of a well known H.K. con-
tractor- Shui On Construction Co. Ltd. With their kind
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INFRA-STRUCTURE OF THE ENGINEERING SERVICES
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In order to describe the operations of a contractor,
we depict below the functions of several major divisions
from the previous organization chart.
Pre-contract Division
Marketing Division- This division serves two major
functions: marketing and estimating.
(i) The Marketing Section's functions include researching
the market, creating opportunities to tender, and
pursuing generalised liaison with customers.
(ii) The Estimating Section functions involve the pre-
paring and issuing of tenders. These functions are
conducted by the company's own estimating depart-
ments. The Estimating Section enhances the company's
reputation and obtain a satisfactory proportion of
contracts on terms and at prices which are profi-
table.
Post-contract Divisions
Project Division- The major task of this division is
to execute a contract, to carry them out to the satisfac-
tion of the customers, and to maintain or improve the
estimated profit. To achieve these objectives, it must
tactfully manage customers-and coordinate between other
departments. This is usually the largest division in the
company and may also be considered as the centre of all
contracting activities.
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Engineering Services Division- It provides cen-
tralised services including design, drawing, and techni-
cal information to the Marketing Division during the ten-
dering stage and to the Project Division during the pro-
ject execution-stage. They are especially important when
the company is negotiating a 3package deal' with a client.
A package deal contract is one in which the company will
design and construct the building for an 'all-inclusive'
price.
Technical Services Division- There are two depart-
ments under this heading.
(i) Co-ordination Department
This department is responsible for co-ordinating all
domestic and nominated sub-contractors. It bridges
the gap between the domestic sub-contractors directly
under the Project Division and sub-contractors
nominated by the client. It is also responsible for
producing the master programme of the project and for
site safety control.
(ii) Quantity Surveying Department
It is responsible for measuring the site progress in
monetary terms, and is also responsible for the pre-
paration of interim .payment application. It also
deals with negotiations with the Quantity Surveyor in
case of any dispute on costs. Internally, it takes
care of the quantity of work done by domestic sub-
contractors and payments to them.
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Procurement Division- It manages the purchase, stor-
ing, and delivery to site of contract materials and equip-
ment with a pre-set budget.
Corporate.Management Divsion- This division performs
the general management function for the whole company.
Here, we will concentrate on departments which are direct-
ly involved in the project execution.
(i) Project Costing Control Department- It monitors
the financial position of each project, and gives
advices on possible or imminent cost overrun and
possible areas of extra claims that might have been
overlooked by the Project Manager.
(ii) Finance Department- It takes care of the financial
activities of the corporation as well as the finan-
cial requirements for each individual project.
The Cost Control System
The Concept of Cost Control
Cost control is a means of monitoring the costs of
conducting a project item-by-item in such a way that:
(i) the management will have confidence in the forecasts
made regarding the ultimate profit or loss of a
project,
(ii) the Project Manager knows every day how he and his
company are performing in financial terms,
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(iii) invoices are correctly allocated according to the
project or other expenditure centres.
Every project, be it large or small, short-term or
long-term, is regarded as an individual accounting centre.
It is thus regarded as a unit of business which incurs
both income and expenditure.
By examining every item of expenditure on the cost
card and comparing it with the estimate which was prepared
for the tender, variances can be spotted straightaway,
leading to continually updated forecasts of final costs
and therefore final profits.
An immediate benefit of a cost control system is a
better feedback-to the estimating staff, who will be able
to adjust future estimates and to take account of past
errors or oversights. A further benefit is the fact that
the Project Manager will be able to see areas where sav-
ings can be-made. Finally, the company can take into
account of known variances to improve the quality of cash-
flow and profit-and-loss forecasts.
To ensure a more accurate description and report,. we
visited two building contractors in addition to sending
out questionnaires. Shui On Construction Company and
Sanfield Construction Company-were kind enough to arrange
interviews for us with their cost control experts.
Mr. Andrew C.T. Wong of Shui On kindly explained the
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current cost control method his company is adopting and
the future development of their internal project cost
control system. We made a second visit to Mr Bernard
S.C. Wu of Sanfield Construction Company, a subsidiary of
the Sun Hung Kai Group. The next section is a description
of the information they provided.
A Brief Description of
Practising Cost Control Measures
Cost control is put into practice by:
(i) detailed estimate at the tendering stage, with an
itemised analysis of anticipated spending.
(ii) a computerised system enabling the project Manager
and his respective project engineers to monitor a
project's spending (both actual and forecast)
throughout the period of the project execution.
By knowing the estimated cost and revenue of a pro-
ject, a construction project manager can thus achieve his
objective of forecasting a profit for the company when it
decided to take up that particular project.
At the time of tendering, the Marketing Division has
to prepare a set of detailed Bills of Quantities which is
an itemised breakdown of the Contract Bills of Quantities
prepared by the Consultant Quantity Surveyor. It will
give the labour and material costs estimated by the- com-
pany. Upon these detailed broken-down items, the formal
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Bills of Quantities is priced and submitted to the Client
and will form part of the contract documents if the tender
succeeds. In case there is no contract Bills of Quanti-
ties provided, the Contractor will have to prepare one by
himself based on his own measurement of the works involved
and to submit it for tendering. The difference between
the cost and the tender price in the items is th.e mark-up.
This mark-up will include, firstly all kinds of costs,
besides the labour and material costs which will be in-
curred by this project secondly, the profit anticipated
by the company. The costs which are directly and indirect-
ly involed in each project are also broken down into each
item during the tendering stage so that the company can
keep track of them in the future, provided that the tender
is successful.
Project Cost Control Monitor
When the tender is successful and a new. project is
awarded, one of the Project Manager's first duties is to
fill in a standard form. This standard form will be filled
in with the contract broken down in the form-of Bills of
Quantities items with each item's gross profit as well as
the estimated costs done by. the Estimating Department. A
specimen form is shown in Fig. P1(b). In the form, the
second group of columns is totally blank and will be
filled in by the Contractor's Project Manager-in-charge.
Against each item, the Project Manager will enter the
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Fig. IV(b) PROJECT COST CONTROL MONITOR (SPECIMEN)
Forecast/Actual(=latestfigures)OriginalContract1=Estimator'sfigures)



































adjusted costs of the contract into the second group of
columns. These adjustments are necessary because in the
first place, there may be mistakes and oversights of the
estimators during tendering. These facts are not uncommon
and are especially so when the tender was prepared hasti-
ly. In the second place, suppliers and sub-contractors are
more willing to further cut their margins at the post-
tender stage. However, all adjustments made by the Project
Manager must be concretely substantiated.
After completing this form, the Project Manager would
call for a meeting to discuss the revised costs. People
who will attend this meeting include the assistant General
Manager who is the direct supervisor of the Project Mana-
ger, the Project Costing Control representatives, the
Procurement staff, the Estimators and the Project Manager
himself. The purpose of this meeting is to discuss the
Project Manager's cost control monitor. A common consensus
regarding the adjusted cost must be reached before the
monitor is to be issued for formal use. Once agreed, this
document will be sent to the Project Costing Control
Department. Thenceforth, the Project Manager and his sub-
ordinates are formally committed to the company for a
definite project cost target.
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Updating the Cost Control Monitor
The Project Costing Control Department will keep
the original and then send a copy to the Accounts Depart-
ment. The Electronic Data Processing (EDP) Section of the
Accounts Department enter all data into the computer. A
computer print-out will then be sent to the individuals in
different departments who are involved in the cost aspects
of that particular project.
Project Costing Control will keep up the cost
control monitor. Any changes in cost must be made known to
this department. It, in turn, will update the cost control
monitor and analyse the impact of a cost change in the
project and subsequently its net profit as a result of the
cost change. It then passes the information to EDP to
update the file. An updated copy of cost control monitor
will be printed and circulated to those involved. Thus at
all stages it will be possible to check the progress of a
project.
Control on Different Kinds' of Cost
From the cost control monitor we can find costs
falling into different kinds of categories.
(i) Material Cost
The cost of equipment and materials on site which
includes manufacturing, shipment, marine insurance,
46
local delivery, devanning and similar charges.
(ii) Labour Cost
The cost of labour, both direct labour and sub-
contract labours, and minor materials and tools
which may be included in a labour sub-contract, and
any labour related costs.
(iii) Associated Direct Cost
All other project related costs, like:
- Different kinds of overheads
- Interest on capital employed
- Levies or taxes which are neither material nor labour
related, etc.
Controlling Material Cost
All purchases are centralised in the Purchasing De-
partment but are initiated by the Project Division. To
acquire materials on site, a Project Engineer must fill in
a standard form for material requisition. In this form he
must state the material he wants, the respective reference
number in the cost monitor, and the forecasted cost en-
tered in the monitor. This form must b.e approved by the
Project Manager before it is sent to the Purchasing De-
partment.
Upon receipt of the materials requisition, the Pur-
chasing Department will proceed to purchase the material
accordingly. When it issues a purchase order, the Pur-
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chasing Department will simultaneously send copies to the
Project Manager and the Project Costing Control Depart-
ment. The Project Costing Control Department will then
note the actual material cost of the item concerned and
update the cost control monitor accordingly.
In case the Purchasing Department finds that the Pro-
ject Manager's forecasted cost cannot be matched, they
will stop the procurement process and return the requisi-
tion to the Project Manager at once. The Project Manager
must then give a full explanation of the cost discrepancy
to the Project Costing Control Department. Noting the
cause of the cost overrun, the Project Costing Control
Department will endorse the material requisition form and
the Purchasing Department will resume its purchasing pro-
cess.
After materials have been delivered to the site, the
Project Engineer will fill in the material received form
which is double-checked by his Project Manager and is sent
to the Purchasing Department for certifying the materials
received. The Purchasing Department can then pass the
invoice of the material supplier and send it to the Pro-
ject Costing Control Department. All materials invoices
must be jointly approved by the above two departments




Upon the award of a project, the Project Manager will
write a memo, enclosing a whole set of contract drawings
and technical specifications to the Subletting-Department,
requesting labour sub-contractors. The Subletting Depart-
ment will then call in sub-contractors to bid for dif-
ferent items in the Bills of Quantities. Usually the
lowest bidder is awarded a sub-contract. The subletting
price is then made known to the Project Manager and the
Project Costing Control Department. In cases when the
actual sub-contractor's. quote exceeds the estimator's
forecast, steps similar to the material purchasing will be
taken. However, this is not very likely to occur for the
sub-contractors invited for bidding have been working for
the company for years, the company should already have a
clear idea of the sub-contractor's labour rates before the
company quotes its own labour rates to the client.
Payment claims of the labour sub-contractors must be
approved by the Project Engineer and double-checked by the
Project Manager. The claim will then be handled by the
Project Costing Control Department. It will check to see
if the claim is compatible with the reported site progress
before sending the claim to the Accounts Department.
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Controlling the-Associated Direct Costs
Under this heading, there are various .kinds of cost
in different nature. There are many which are not within
the control of the company and are totally subjected to
external influences, e--g. fees, levies and taxes are
fixed by regulations. The kinds of cost that the company
can exert significant control are overhead costs and the
interest on capital employed.
Controlling Interest on Capital Employed
Right from the start of a project, capital is re-
quired to finance different kinds of costs. It will be
several months after the commencement of a project before
a contractor is able to obtain his first interim payment.
In order to minimise interest loss on the capital, a
contractor must speed up his claims. In this respect, the
company3s Quantity Surveyor takes an active role. Each
month the Quantity Surveyor will visit the site to measure
the actual progress and then presents it in monetary
terms. The Quantity Surveyor then negotiates and produces
interim claims through the-Consultant Quantity Surveyor to
the Client. The amount claimed each month is then made
known to the Project Costing Control Department. Com-
paring the amount spent with the amount received, the




Overhead costs can be divided into direct and in-
direct components. Indirect overheads are costs that are
necessary to keep the company 3s projects running but can-
not be definitely debited against a particular project3s
account. Costs arising from advertising, the General
Manager's office, the Corporate Management Division, and
the Procurement Division are indirect overheads. They are
absorbed at the company level and are included in the
company3s central account. Such overhead costs, though
important, are outside the scope of project cost control
as they are not directly related to the project.
Direct overhead costs are those which are accountable
to a project and can be charged against the project's own
account. Expenditure from the following divisions are
included.




In these divisions, technical staff are usually as-
signed to work on one particular job, and they will main-
tain time sheets indicating hour-by-hour which job they
are working on, including brief summary of what they have
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been doing. The time sheets will be totalled up every
month, approved by the head of each department and issued
to the Project Costing Control Department. A copy is
retained for their own departmental records. A specimen
sheet is shown in Fig. IV(c)
The Project Costing Control Department will then'
convert the hours to dollars according to company3s pre-
determined hourly rate for each rank of the staff. Such
rates not only cover the staff's salary but also all on-
costs including a proportion of his manager's salary,
secretarial and clerical time, stationery, rent, lighting
and the like.
From a collection sheet for each project, the Project
Costing Control Department is able to work out the total
of such direct overheads which will be charging every
project each month. Every month it will issue a summary
sheet of all such debits to the Accounts Department for
action and to the various Project Managers for informa-
tion. Comparing the forecast overhead costs made at the
beginning of a project, the Project Costing Control
Department can closely monitor the overhead costs to see
whether they are within budget.
Site overhead costs are already included in the over-
head calculation. The site team: engineers, site super-
visors, direct labour, are also included. The setting up
of the site office, which is excluded from the overhead
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Fig. IV(c) STAFF TIME SHEET (specimen) For Period from /8
to /8
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calculations, is allocated from separate allowance in the
Bills of Quantities.
Variations to the Original Contract
As the project work continues, there are a lot of
additional work or modifications to the original contract.
It is quite possible that extra expenditures will be
incurred. To control such costs, the comapny treats them
as extra items of the contract and put each variation in
the cost control monitor as an additional item. Cost
control procedures identical to those previously mentioned
will be adopted.
Analysis of The Present Cost Control System
Control requires information. Here, analysis is made
on how the information is acquired- its source and its
timing. Our observations are illustrated below.
TimeSourceInformation
TenderEstimating1. All tendered costs
StageDepartment
Beginning ofProject2 All adjusted fore-
ProjectManagercast costs
Execution ofProject3. Actual cost
Manager project
Execution ofProject4. Forecast costs due
Manager projectto variations
Execution ofProject5. Actual cost overrun
ProjectManager
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All cost control procedures are in fact centralised
by the Proj'ect*Costing Control Department. It is respon-
sible for all coordination and evaluation required. Fig.
IV(d) shows schematically the information flow of the cost
control method mentioned above.
55Fig. IV(d)

























A SURVEY OF COST OVERRUNS
Objectives
A good project cost control system should be capable
of reporting the financial status of the project at any
time. In addition, it should also be able to singling
out items which have been or are about to be overspent and
to identify the cause of the overspending and the parties
responsible for the escalating of the budget.
In order to find out the common causes of project
overruns, we decided to conduct a questionnaire survey of
Hong Kong's construction contractors. The objectives of
this survey are as follows.
(1) From the contractors' practical experience, to sum-
marise the most common causes of overruns in typical
construction projects.
(2) To obtain a general understanding of the present cost
control measures practised by the Contractors.
(3) To identify those causes which are highly vulnerable
to cost overruns.
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The Questionnaire and the
Selection of Potential Respondents
In December 1985, we prepared a 4-page questionnaire
with a 2-page covering letter (see Appendix D) for the
survey. The questionnaire is basically consisted of 35
questions. Thirty of these questions related to the eva-
luation of cost significance and the likelihood of cost
overruns under which the condition they would occur. The
other five questions were designed to collect information
on the respondent's profile. Among the thirty questions
on cost overrun causes evaluation, we divided them into
sections according to the areas of responsibilities of
different parties. This subdivision was crucial to the
cost control system since overrun costs arising from situ-
ations not under the responsibilities of the Main Con-
tractor can always be reimbursed under the conditions of
contract. The table on the following page which is in the
same format as the questionnaire summarises relevant
clauses listed in the Standard Conditions of Building
Contract which-entitles the contractor to claim for loss
and damages from the party that is responsible for insti-




Cost Overrun Causes Contract Conditions
A. Client's Responsibility
Cls. 21(2), 23 24(1)1. Late handing over of site
2. Delay in paying of interim Cl. 30(2)
payments
Cl. 30(6)3. Delay in settling Final-
Account
B. Architect's/Engineer's Responsibility
Cls. 1(2), 11(1 2),1. Inadequate technical in-
23 24(1)formation provided
Cis. 11(1 2), 232. Inadequate design leading to
24(1)variation/extra works
Cls. 11(1 2), 233. Inadequate material speci-
24(1)fication provided
C. Quantity Surveyor's Responsibility
Cls. 12(2), 23 24(1)1. Inadequate quantity measured
in the Bills of Quantities
Cl. 30(1 2)2. Under-valuation in interim
valuations
Cl. 30(5 6)3. Delay in finalising Bills of
variations and preparation of
Final Account





Cost Overrun Causes Sub-Contract Conditions
E. Nominated Sub-Contractor's Responsibility
1. Defective material/works Cl. 3(a b)
Cl. 3(b)2. Failure in coordination wits
other sub-contractors
Cl. 83. Failure in complying with
the master programme




F. Nominated Supplier's Responsibility
Cl. 2, 3 S1. Defective Material
Cl. 62. Delay in delivery
Cl. 2, 3 43. Inadequate information on
material or equipment
installation
According to the above table, if a cost overrun is a
result of any of the causes classified above, the Main
Contractor will be given a time extension and a cost
reimbursement. In such case, there is actually no cost
overrun on the Main Contractor's account. The reason in
pinpointing these causes is to isolate those factors which
are contractor's fault- i.e. items categorised under
Section D of the questionnaire, which should be closely
monitored throughout the entire construction period.
The questionnaire was designed with two questions
examining each of the causes. The first question mea-
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sures the respondent's opinion on the significance of the
cause to costing and the second question measures the
probability that cost overrun will occur as a result of
those causes. In both-questions, a 3-point scale is used
to indicate the respondents' opinion (1 represents low,
2 represents medium and 3 represents high). Provision
is given at Section G for the respondent to insert any
other causes which, he-thinks, is omitted from the ques-
tionnaire.
The final part of the questionnaire collects data
regarding the respondent company's annual turnover, number
of staff, year of establishment, its current cost control
system and the system's effectiveness. These items of
information will help us understand the current cost con-
trol practices in the construction industry.
Questionnaires were sent to thirty construction con-
tracting companies in Hong Kong. Since we believe that
project cost control practices are not common in small and
medium size contractors, we confined our survey to large
construction companies. Our selection of these companies
is mainly based on their categorisation in tendering go-
vernment projects plus a.few international contractors
which are not on the list. Most of these contractors are
listed in the Category C which constituents may tender
government project of any scale. The following table is a




Ahong Construction Co. (HK) Ltd.
Aoki Construction Co Ltd.
Chee Cheung Hing Co.
Cheung Kee Building Contractors Co. Ltd.
China Overseas Building Development Co.Ltd.
Chinney Construction Co. Ltd.
Dragages Et Travaux Publics
Fook Wah Construction Co. Ltd.
Gammon Building Construction Ltd.
Guangdong Water Conservancy Hydropower
Engineering Development Co. Ltd.
Henry Boot International Ltd.
Hing Lee Construction Co.Ltd.
Hip Hing Construction Co. Ltd.
Hopewell Construction Co. Ltd.
Hsin Chong Construction Co-
Ltd-John Lok Partners Ltd.
Kai Tai Construction Engineering Co. Ltd.
Kumagai Gumi (HK) Ltd.
Kwan Lee Construction Co. Ltd.
Maeda Construction Co. Ltd.
Mitsu Construction Co. Ltd.
Ngo Kee Construction Co. Ltd.
Paul Y Construction Co. Ltd.
Right Time Construction Co. Ltd.
Sanfield Building Contractors Ltd.
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Shiu Tai Co. Ltd.
Shui On Construction Co. Ltd.
Technic Construction Co. Ltd.
Yau Lee Construction Co.
Yau Shing Building Contractor
Findings
Of the thirty questionnaires sent out, ten of them
were completed and returned by respondents. The result of




in Cost Sig- score of
nificance of Probability
Cost Overrun of Cost Over-
Causes of Cost Overrun Causes run Causes
A. Client's Responsibility
2.00 1.901. Late handing over of site
1.601.502. Delay in paying of interim
payments
1.701.703. Delay in settling Final
Account
B. Architect's/Engineer's Responsibility
2.50 2.301. Inadequate technical in-
formation provided
2.302.302. Inadequate design leading to
variations/extra works
2.002.103. Inadequate material speci-
fication provided
C. Quantity Surveyor's Responsibility
1.601.801. Inadequate quantity measured
in the Bills of Quantities
1.801.902. Under-valuation in interim
valuations
1.902.003. Delay in finalising Bills of





in Cost Sig- score of
nificance of Probability
Cost Overrun of Cost Over-
Causes of Cost Overrun Causes run Causes
D. Contractor's Own Fault
1. Insufficient knowledge of 2.70 2.60
construction technology
2. Under-estimate of contract 2.20 2.20
overheads
2.003. Delay by domestic suppliers 2.00
2.50 2.304. Delay by domestic sub-
contractors
1.80 1.805. Damage of work by sub-
contractors
2.10 2.206. Rising cost of labour
2.202.107. Rising cost of material
1.701.808. Rising interest rate
2.202.109. Inadequate resource allo-
cation: plant
2.002.0010. Defective works




1.201.3013. Expense related to kick-
backs, etc.





score ofin Cost Sig-
Probabilitynificance of-
of Cost Over'Cost Overrun
run CausesCauses of Cost Overrun Causes
E. Nominated Sub-Contractor's Responsibility
1.901. Defective material/works 2.00
1.902.002. Failure in coordination with
other sub-contractors
2.302.303. Failure in complying with
the master programme
1.801.904. Damage to Main Contractor's
works
F. Nominated Supplier's Responsibility
1.802.001. Defective Material
2.002.202. Delay in delivery
1.701.803. Indequate information on
material or equipment
installation
In section G, two respondents indicated extra cost
overrun causes, which are as follows:




Bad manning/Choosing wrong method
The above causes suggested by respondents are rated high
(3) in both cost significance and probability of causing
an overrun.
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With regard to question 4- Does your company have
any form of project cost control system? If yes, what
system is your company using?, two companies responded
that no cost control system was being used, three responded
with 'Yes' but were not sure of the type of systems being




- Monthly report on preliminaries, quarterly review of all
cost data (labour, material, preliminaries) and also
projection of future trend of cost and revenue.
- cost/value reconciliation by activities
- cost allocated to code numbers
Interpretation of Survey Results
The results of the survey as given in Table V(b)
indicate that some overrun causes listed in the ques-
tionnaire are of quite-low cost significance as well as
in the probability of a cost overrun. There is not any
item which is extremely high in cost significance and low
in probability or vice versa. Our focus is on those items
which have high scores in. both. These items are those
which will be incorporated into our proposed cost control
system. There are two causes of overruns which s: ore
relatively low in both, they are:
D12 Theft, and
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D13 Expenses related to kickbacks, etc.
Since these items will not have a major impact on the
overall project cost overrun, our treatment of expendi-
tures in relation with these two factors will be different
and will be dealt with in the next chapter.
Regarding the company profiles,. the general average
annual turnover and the staffing of-these companies were
very close to our expectation due to our initial stratifi-
cation of the sample. It is also interesting to note that
most of these large contractors have been established in
Hong Kong for over ten years and none of them is less than
five years old! The most important information is that
among these ten companies, three companies have experien-
ced overall cost overruns in less than 10% of their total.
number of projects. Only one of these three companies
does not has a cost control. system. While the other two
have cost control systems but were unable to state the
name of their systems.
Five out of the ten companies have overall cost
overruns in 10 to 50% of their projects. One of them
does not have a cost control system, but the other four do
have cost control systems. The remaining two companies
have overall cost overruns in more than 50% of their
projects, they all have installed proper cost control
system.
As stated in question 5 of the questionnaire, cost
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overrun means that the final cost exceeds the estimated
cost, but the project itself may still be profitable. So
even if cost overruns occur in a large proportion of
projects does not necessarily mean that most projects are
losing money. Generally speaking, it is not appropriate
to say that with a cost control system there will be more
cost overruns in the project and vice versa. In fact, the
existence of systematic cost control measures would enable
the management to be aware of the occurrance of cost
overruns. As a result, it is not surprising for us to
find out from the survey that companies with a better cost
control system have cost overruns on a higher proportion
of their projects. We may conclude that the existing cost
control system is capable of divulging cost overruns in
the project but lacks the ability to control and regulate
the cost overrun trend and to feed back information to the
system for future control.
Comparison with Current Cost Control Measures
From the result of the survey, we are confident to
conclude that those factors for cost overrun as listed in
the questionnaire have covered all major project over-
spending causes. These factors can be used as a checklist
to locate the party responsible for any cost overrun which
arises in a project. On the other hand, after our inter-
views with the two staff who are familiar with cost con-
trol, we understand that at present, there are cost con-
trol measures in use which are performing a budgetting
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function. The current sub-contracting system facilitates
the use of budgetting cost control measures since most
risks are passed on to the sub-contractors. The major
cost control activity of the Main Contractor is to check
whether the total amount of contract sums of those sublet
sub-contracts exceed his original budget. But during the
running of the project, if the spending is found to exceed
the sub-contract sum, it will be very difficult to locate
where the cost overrun actually takes place and which
party is responsible for the overspending.
Our cost overrun checklist provides a more rational
means for the Main Contractor to control project over-
spending. We also attempt to implement this checklist
into a cost control system-which is not only acts as a
project budget tool, but can also plan and control costs
as well as feedback cost information. The objective of a
cost control system is not merely to indicate the exis-
tence of cost overruns,'-but should also be able to identi-




PROPOSING A NEW SYSTEM
A good cost control system should be able to perform
the following functions:
(1) to give an estimate of project cost at acceptable
level of accuracy,
(2) to act as a cost 'watch-dog' during the progress of
work,
(3) to spot over-expenditures and the causes of them,
(4) to feedback updated cost information for future use.
The basic principle of cost control is to control
spending within the estimated budget. In fact, there are
many levels of such cost checking. We may break down our
estimated cost into different levels of detail in order to
perform the cost check. The more detailed we go, the more
precise will then be the cost check, but the higher the
cost will be. Furthermore, the level of detail which
affect the efficiency of the cost control system is, to a
certain extent, decided by the available raw cost informa-
tion. So it is always true that a cost control system
which is efficient in one objective environment may not be
equally efficient in another.
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As a matter of fact, no two companies are likely to
evolve absolutely identical costing systems because they
are constantly affected by factors outside the costing
system itself, such as accounting procedures, payroll
systems, methods of estimating, degree of planning, incen-
tive schemes, use of computer, staff availability, company
policies and types and density of construction undertaken.
Based on this principle, we do not expect to propose a
cost control system which is unique and universally appli-
cable to every construction firm. Rather, we would sug-
gest principles of implementing a cost control system
which will be able to perform functions stated above.
Fortunately, with today's technological development,
we have a powerful-tool to handle the tedious and detailed
cost information. By means of this tool, we may be able
to turn construction companies' cost information into a
more generic format and pattern. So long as these com-
panies are under the same environmental constraints, such
as contractural arrangements, format of contract cost
information, subletting practices, etc., they may well
utilize the same philosophy in implementing their own cost
control system with minor variations in the micro side to
suit internal deviations. This tool is the computer data.
base technology.
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Introduction to the Computer Data Base
A Computer data base is a collection of raw cost data
in a computer system. Such data are capable of being
transformed into meaningful information through computer
processing. A computer data base provides the following
functions to the project cost control system.
(1) It stores and updates raw cost data.
(2) It is capable of re-organizing cost data in different
formats to meet the user's requirements.
(3) Real time cost data can be incorporated into the
system for checking and controlling.
(4) Logical deduction routines can be implemented in order
to spot specific attributes- such as location, causes
of an expenditure item, etc.
Fig. VI(a) displays a diagramatic illustration of the
functions of a computer data base. Through a computer
data base, the user can save time in assessing cost in-
formation and can enjoy a speedy processing of cost in-
formation. Furthermore, the computer can perform cost
comparision functions, highlight cost overrun items, and
possibly find out the reasons for cost overruns. In order
that the system perform well, the first step we are going
to deal with is the input of cost information which deter-





















Fig. VI(a) 'Project Cost Control Information
O' gani.sa:.ion in Computer Data Base
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Form of System Input Data
As mentioned earlier, the success of a cost control
system depends on its ability to match expenditures again-
st estimated costs. The formulation of the system must
start with a Work Breakdown Structure. G. Peters (1984)
considers a Work Breakdown Structure to be necessary be-
cause of the followings.
(1) To estimate the project various levels of details are
required in order to achieve accurate estimates.
(2) It helps to give a better understanding of some of the
finer details of the project.
(3) If project accounting and reporting is to be achieved
a hierarchy of detail is required to pinpoint problem
areas and to manage by exception.
(4) Lower levels of details are necessary for detailed
analysis, otherwise these can be observed by gross
netting of results.
(5) Breakdown at various levels of detail assists in the
summarization of reports for higher management levels.
(6) In order to be able to track progress of-a project,
work must be broken down into smaller components which
resemble the activities that make up the project.
(7) In order to automate a cost control system a coding
mechanism which assigns a unique code to each package
or element of work must be established.
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To break down the cost of a project, there are se-
veral dimensions that the project work can be divided
accordingly. Common divisions are by trades, by elements
or by activities/operations. Somehow, the traditional
trade bill, as mentioned in Chapter III, prepared by the
Quantity Surveyor has set constraints to other types of
information division as stated above. A. Wong (1984)
pinpointed two major obstacles for the further improve-
ments of construction cost control.
(1) The quantities presented in the trade.. order and there
are no indication of where and at what stages the
various parts of works are executed.
(2) The work-items are measured in their finished forms
which makes them difficult to match units of expendi-
ture.
In order to resolve the difference in cost data
presentation between the Bills of Quantities (the es-
timated costs) and the expenditure accounts (the actual
costs), we have to convert these data into compatible
details which make comparison possible. In a typical
Bills of Quantities, there are three categories of cost
items.
- The Preliminaries are in fact essences of site overhead
items. Preliminaries can be compared directly with site
overhead expenditure items, e.g. water charges, provi-
sion of site offices, etc.
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The second category are work items classified under each
trade. These items generally can be broken down into
cost components which the Contractor's expenditure ac-
counts can also be converted into. These components are
labour, material, plant, site overheads, head office
overheads and profit.
For example, the item Reinforced Concrete grade 20/20
beam will consist of:
Labour component- Concretor who look after the
mixing and placing of concrete.
Material component- Cement, sand and coarse aggre-
gate
Plant component- the renting or depreciation of the
concrete mixing plant
Site overheads- site costs which are not included in
the Preliminaries such as tools,
labourers, etc.
Head Office overheads- Head office expenditure to be
shared by the project.
Profit- a general mark-up
The third category are items which are the Main Con-
tractor's profit and attendance to a Nominated Sub-
contractor's or a Nominated Supplier's installation.
These items are generally:
(i) site overheads apart from those priced in the Pre-
liminaries, which facilitate a Nominated Sub-
contractor's/Supplier's installation, and
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(ii) head office overhead costs which are involved in
dealing with documentations works plus a profit.
This is the way to prepare a precise estimated cost
for project items and is also a useful way to break down
estimated item costs for the cost control exercise on the
side of Bills of Quantities information.
On the other hand, with regard to the Contractor's
expenditure accounts, some conversion is also necessary in
order to match expenditure items with Bills of Quantities
break-down. There are generally five categories of con-
tractor's expenditure accounts:
- Head office overheads which consists of:
(i) accounts general to all running projects, such as
rent, clerical staff salaries, etc.,
(ii) specific accounts of the project, such as technical
staff salaries etc. which are practically chargeable
to the particular project.
- Site overhead accounts can be classified into:
(i) accounts which can be counter-balanced by relevant
items in the Preliminaries,
(ii) accounts which are not covered by the Preliminaries
but are general to all works, such as labourers and
some of the plants.
- Labour expenditure accounts are basically expenditures
to labour sub-contractors. These accounts are generally
classified by trade. The breaking down of each of these
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accounts according to work items listed in the Bills of
Quantities is necessary in the cost control system. Thus
a labour cost overrun in any of the Bills of Quantities
item can be isolated out.
Material expenditure accounts are similar to labour
expenditure accounts. Material accounts on domestic
material suppliers also require a breaking down accord-
ing to items in the Bills of Quantities for counter
checking.
Plant expenditure accounts are generally expenditure on
rents or depreciation of the plant used plus the plant
operator's salary, fuel and maintenance. Plant expendi-
tures are also broken down into operating hourly rates
to compare with the plant component cost in each work
item.
Diagrammatically, the breaking down of information of
the two sides is illustrated by Fig. VI(b).
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Information FormatCost Information FormaPriced Bills of Quantities
of Contractor'sof a typical itemInformation Format
Expenditure Accountsafter Transformation
Head officeHead office overheadsPreliminaries
overhead accountsSite OverheadsWork items grouped
Site overheadunder trade divisions (Preliminaries)
accountsSite OverheadsProfit and attendance
Cost
to Sub-contract works (Preliminaries)(General) Check
Labour component Site overhead
of item cost accounts
Material component (General)
of item cost Labour sub-contractor
Plant component of accounts





Fig. VI(b) Different Information Formats to be used
in a Project Cost Control System
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Pre-tender Procedures
After introducing data formats within the cost con-
trol system, we can now proceed with the implementation
and mechanism of the system. We assume that before the
tendering of a project, the construction company should
have created its own cost data bank.- The data bank should
consist of cost data in the format we described- in the
previous section. Further to this, the Contractor should
have a good knowledge of the labour hour, material quanti-
ties, plant hours and overhead percentage- of any particu-
lar work item, especially those which commonly appear in
the Bills of Quantities. With this information in hand,
the contractor will be-able to compile the rate of work
items in the Bills of Quantities. For example, the fol-




To build up the-rate, the estimator will look for his
record of the proportion of individual cost components in







Plant: Concrete mixer 0.5-hour
Site overhead 6 %
Head office
overhead mark-up 10 %
Then he will search the data bank for the current unit
costs of the above components. By filling in the unit
costs and extending the quantities of the required compo-
nents, a total.will be arrived at for the item unit cost,
i.e.
Rate AmountUnitQt.





35.0070.000.5 hourPlant: Concrete mixer
365.82
21.95Site overhead
36.58Head office overhead and profit
424.35
Now it is obvious that in order to do a rate build-
up, we have two sets of information to be input into the
computer: the item components' quantities and unit costs
of these components. The unit cost of the components are
already stored in the cost data bank. In order to enable
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the system to work more efficiently, we also suggest that
the information about the components' quantities be stored
in the system as another part of data bank- the item
components library. We'can establish the library by or-
ganising items which are commonly included in a Bills of
Quantities in a logical coding sequence. The computerisa-
tion save. time in-two aspects:
(1) it saves the access time to search for the components'
quantities. of a particular item,
(2) it saves time in entering information of quantities
and in calculating time in the rate build-up.
Despite these facts, there are always items in a
project which are new to the library that require a manual
build-up. These new items can be added to the library for
future use if the estimator finds it likely that they may
appear in other projects.
With all rate build-ups being completed, the con-
tractor can prepare his tender. There are a lot of ten-
dering techniques which can help the Contractor to get the
job or to increase his profit. For example, the con-
tractor may finally decide to give a12% discount to the
estimator's budget in order to meet market competition, or
he will want to adjust item rates without changing the
contract lump sum. This is what we called the 'front-
loading' technique which the Contractor uses.to increase
rates of items that are executed in earlier stages and
reduce rates of items that are executed near the end of
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the project. The Contractor will then gain a better-cash-
flow during early stages of the project and will possibly-
receive more interest out of it. Another technique is to
insert some extremely high rates to items which are whe-
ther believed to be under-measured in the Bills of Quanti-
ties or which a future increase in the quantity is antici-
pated. In many cases, the tender rates are distorted and
there are always two sets of rates in a project- the
tender rates and the estimator's rates. For the cost
control system, we recommend that the estimator's rates be
used. Tender rates are rates which form the basis of the
project return but the estimator's rates reflect costs of
the project to the Contractor. Although we are concerned
with the profitability of a project, we are. primarily
dealing with the project cost which is the cost to be
controlled. So in our cost control system, it is a
general principle that the estimator's cost should be
followed whereas in assessing the project profitability,
the tender price will be used for cross referencing with
the estimator's cost.
The Organisation of Information
in the Computer
Before the tender is prepared, the computer system
must be already organised with the data bank, which con-
sists of:
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(i) the item break-down library, and
(ii) the component rate library.
When a project tender is being prepared, items in the
Bills of Quantities-are extracted and the quantities. of
each item's components are obtained from the itemised
break-down library. Rates of components are then read
from the component rate library and an overall item rate
is built-up for tendering prupose. A typical format of
the two libraries will be:
Itemised Break-down Library Format Remark
Description: Reinforced concrete grade
20/20 beam
Labour A: L301- 0005 Concretor
Quantity LA: 2.0
Labour B: S301- 0004
LabourQuantity LB: 1.5
Material A: M301- 0036 Cement
Quantity MA: 304
SandMaterial B: M302- 0037
Quantity MB: 0072
coarse aggregateMaterial C: M303- 0038
Quantity MC: 0.84





Component Rate Library Format
Description Rates Unit
L0004: Labourer 22.00 man-hour
L0005: Concretor 24.50 man-hour
M0036: Cement 0.48 kg
M0037: Sand 65.00 CU. M.
M0038: Aggregates 90.00 CU. M.
P0002: Concrete mixer 70.00 day
etc. etc. etc.
A project cost information library is set up with all
this available information. In this library, the elements
are basically the Bills of Quantities items. With each of
these elements, several pieces of information are being
attached in addition to the quantity, unit of measurement
and overall item rate. Component costs of each item will
be stored along with the item. These component costs are
stored with respect to account codes which are compatible
with the Contractor's expenditure accounts break-downs.
The mechanism of the processing of these data will be
discussed in later sections. The diagrammatic illustra-
tion of this pre-tender information organisation is dis-
played in Fig VI(c).
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New Rates ofItemised Break-down
Cost Componentsof New Items
of New Items










Trade Item with anBreak-down of Trade item with
Trade Overall Rate andTrade Item Cost Contents of
I tens Cost components withinto Respective Components and







(coded by Trades and
coded by Expenditure
Accounts)
Fig. VI(c) Cost Information Flow in the Project
Cost Control System
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A typical example record format of a Bills of Quanti-
ties item in this library will be:
Remarks
Bills of quantities Refernece: 3/4/C
Labour A: L301- 0005 Concreting Sub-Contractor
Quantity LA: 2.0
Cost LA: 49.00




CementMaterial A: M301- 0036
Quantity MA: 304.0
Cost MA: 145.92
andMaaterial B: M302- 0037
Quantity QB: 0.42
Cost QB: 27.30




6% of direct costsCost SO: 21.95
Total cost plus 5% Head.Tender Rate: 424.35




If the submitted tender is awarded, then the contrac-
tor will have to organise the commencment of work and
start mobilising his resources. The project cost informa-
tion library will become a very useful tool in this as-
pect. Before we go into an in-depth description of the
utilisation of this information, we must establish certain
accounting principles which are crucial to the success of
the system.
Centralised Accounting Measures
Although each project is a unique entity, Hong Kong
contractors do not adopt a decentralized accounting proce-
dure for each project. It is mainly due to the nature of
the subletting practice that makes decentralization of
accounts difficult. Since people on the construction site
always have firsthand knowledge of the conditions of the
site, thus decentralization of accounts would be out of
t1fe head office control. Coombs Palmer (1977) have
pointed out the following advantages of a centralized
accounting system.
- For financial c.ontrol, financial records can be kept by
well-trained people under the supervision and control of
top accounting personnel, and the need for going to the
field for additional facts is held to a minimum. Hence
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there can be more uniformity and greater accuracy.
For cost control, if the volume is great enough to
permit cost records to be kept by computer equipment,
more and better cost statements can be made in the
general office, and greater uniformity-in presentation
of cost statements can be achieved.
For auditing, cost of-adequate auditing procedures is
reduced when the auditor has all the records in front of
him in- one place-and the-responsibilities are centra-
lized.
For reporting, there is no need for delay in obtaining
data from the job, and statements can be prepared by top
accounting personnel of the company or by outside ac-
countant without delay and without inconsistencies.
For overhead control, centralization permits more spe-
cialization, more mechanisation, and better supervision.
Hence job accounting can be done at a lower cost. Also,
a more objective view of job site overhead is possible
to those who are not directly concerned, and hence fewer
personal elements will enter into overhead reduction
measures.
Apart from this, a centralized accounting system
enables all negotiations between the contractor and his
sub-contractors to be done more objectively and can pre-
vent the involvement of fraud. A centralized subletting
and purchasing practice is considered more appropriate for
the Hong Kong condition.
90
The disadvantage of a centralized accounting system
is the remoteness of control in the. head office as to what
actually happens on site. The system will create many
obstacles if the site management fails to communicate
effectively with the head office.
Based on a centralized. accounting system, we suggest
that each project should be viewed a7 a profit centre in
dealing with accounting procedures. This has the following
advantages.
As a profit centre, it provides better and well defined
cost control criteria for the management to follow.
It provides a good base to assess and assign bonus to
the site management and work team.
It supports the centralized accounting procedures and
avoid the confusion which is very likely to occur if the
accounts are mixed with other projects.
We again utilize the project expenditure accounts to
illustrate centralized profit centre orientated accounting
procedures:
- For head office overheads, the head office will charge
the project account each month for the share of general
office as well as specific head office overheads to the
project.
- Regarding site overheads, the project account will have
to take care of its own expenditures. At the commence-
ment of the contract, the head office will make an
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interest-bearing loan to the project account. The pro-
ject management will then manipulate their cash flow as
if the head office is the banker. Due to account cen-
tralisation, head office accountants will act on be-
half of the site management in dealing with site expen-
diture accounts. For example, the site account will
credit- the head office account fcr site supervisory
staff, electricity bills, plant rents etc.
The head office will centralize the activities of sub-
letting contract works to labour sub-contractors. All
documentation and payments to these sub-contractors will
be handled by the head office based on site records.
There will be no direct deal between the site management
and sub-contractors with regard to the costs of work
done.
Practices similar to centralization of labour subletting
can be applied to the purchasing of material. The head
office will take care of all contract material purchases
except for some sundry tools which will be credited
through the petty cash account allocated in site over-
head expenditure. In general, we advise that all
materials specified in the Bills of Quantities should be
purchased through centralized material purchase accounts
to avoid confusion in subsequent cost checking.
Plants which are not included in general site overhead
should have their own accounts in the cost control
system. Plants can be considered as rented by the site
management from the head office at cost, i.e. excluding
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profit in the rent paid, but including maintenance, fuel
charge and operator's salary.
Contract Subletting
With the project cost information library, sub-
letting will not be a difficult job. As mentioned in
Chapters III and IV, a typical Hong Kong contractor usual-
ly sublets all labour works- by trades or by work types.
The contractor usually extracts the Bills of Quantities in
parts and selects several sub-contractors for each part to
compare the labour cost. At the same time, the contractor
can extract from his project cost information library for
the labour contents of items by the pre-coded format. A
possible coding format for typical project will be as
follows:













Carpenter and Joiner Timber works
Ironmonger Ironmongery. fixing





After the abstracting of labour content from each
item, the estimated rates and the tender rates of sub-
contracts can be compared and the cost checking can be
carried out. If in case the tender rate exceeds the
estimated rate, a feedback to update data in the component.
rates library will be necessary. Indeed, there would not
be a perfect match between the two rates and the extent of
difference allowed between them will be at the Contrac-
tor's discretion, but a deviation within+ or- 5% is
always acceptable.
Regarding material purchasing, a similar concept is
adopted. Since it is not possible for material sub-
contracting procedures and classifications to be exactly
the same as labour sub-contracting. Caution and attention
shall be.given to the following differences.
(1) Certain materials are purchased for temporary use,
i.e. they can be re-use in other projects, such as
formworks. These costs shall be treated differently in
the accounts.
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(2) Usually there will be more than one supplier under the
same trade. Sometimes even the same material will
have several suppliers, so the material accounts cod-
ing system will be further complicated, requiring
greater flexibility in handling data in the project
cost information library.
(3) Some materials,, such as nails, screws, etc. will be
purchased without a-respective match in the project
cost information library. These expenditures will be
considered as site overhead expenditures and will be
treated separately.
Nevertheless, material lists can be prepared from the
project cost information library according to material
account codes and these form the basis for material order-
ing and cost checking. Again, cost checking is done when
quotations of material from suppliers are Submitted.
At this stage, labour and material costs should be
more or less confirmed. In a case when the sub-
contractor's/supplier's quotation-greatly exceeds the cost
estimated in the main contractor tender, there is still a
chance for negotiation. Otherwise, the project management
will have to cut costs in Other expenditures, such as site




On one hand we create the project cost information
library, on the other hand, we have to creat a project
expenditure information library. This library will con-
sist of cost expenditure accounts, which basically can be
sub-divided under two categories:
(1) Labour, plant and material accounts.
These accounts comprise items extracted. from the pro-
ject cost information library. Each item in the ac-
count wi.li be an abstract of Bills of Quantities item.
A typical record of an account, e.g. M301 will be in
the form below.
Bills of Quantities Reference: 3/4/C
Quantity estimated: 48
Cost estimated: 132.00




Extra quantity used (A):
Extra cost involved (A):
Cause code A :
Extra quantity used (B):
Extra cost involved (B):
Cause code B:
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(2) Site overhead and head office overhead accounts.
These two accounts will appear in a different format
from those in (1). For site overhead expenditures,
there are basically two types - those having a provi-
sion in the Preliminaries and those treated as general
site overheads. So two separate accounts are used to
deal with each. The site Preliminaries account will
be in the following format.









(3) The general site overhead account and the head office
overhead accounts will be treated in the same format.
Since there are no estimated details for these two
accounts, these are usually controlled by a lump sum
allowance that is deducted according to monthly expen-
ditures. Any extra work and variation work in a
project will involve additional site and head office
overheads which will also appear in the account. De-
tails of expenditures should be kept in a separate
monthly account and the format of the overhead account
will be:
Month: 1986/3
Estimated overhead expenditure: 240,000.00
Actual overhead expenditure billed less







A sample organisation of the project expenditure
information library will be as follows:
Code Expenditure accounts Remarks
5101 Preliminaries BillSite preliminaries
S102 Site general overheads Refer to detailed
accounts
S301 Site labourer ditto
H103 Head office overheads ditto
L201 Excavator Excavator Bill
-labour
M201 Soil Backfill Excavator Bill
-material
















Sub-division of site general overhead detailed ac-
counts will be in a monthly format.







Monthly sub-total carried forward to site general
overhead account.








Provided that project accounts are well kept and the
project cost information library is well established,
causes of cost overruns can be detected in the system.
And if the contractor is entitled under the contract
reimbursement of such cost overruns (Reference: Chapter V
Table V(c)), the- cost control system will be able to
prepare a claim for all costs involved. The 30 .items as
listed in our questionnaire form a good basis for us to
identify causes of cost overruns. A cause code is used to
match each of these causes in the project expenditure
library. For example: 05-0023 indicates the cause of
cost overrun being 05, which is the architect's inade-
quate design leading to variatiaons/extra works, and 0023
indicates the code of the contractor's record of similar
issues, which is probably an Architect's instruction.. In
case the management would like to prepare a claim for cost
reimbursement for this item of variation, the system is
able to search, according to this cause code, in all
labour, material, plant and overhead expenditure accounts
for costs carrying the same code and to build up a total
for the claim. These overrun causes are in fact detected
in different stages in the cost control system. In order
to illustrate these procedures, we will examine these
causes one after another. Account codes are listed before
each cause-detecting description.
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01 Client's late handover of site- This item generally
results in over-expenditure of overheads and its cost
effect will be indicated in the overhead accounts.
Client's delay in paying interim payments- The delay02
in payment actually leads to an increase in interest
paid from the project account to the head office
which appears as one of the general site overhead
items.
Client's delay in settling final account- This item03
is similar to item 02 but different in the time of
occurance. i.e. this over-spent interest occurs after
the project is completed' which will not appear in the
monthly site overhead account but will be treated as
a separate item.
Architect's inadequate technical information provided04
- This item may incur extra cost in all labour,
material, plant and overhead accounts. Site record
should be able to indicate such extra costs in the
keeping up of expenditure accounts.
Architect's inadequate design leading to variations/05
extra works- Similar measures as in 04 can be used
to deal with extra costs incurred.
Architect's inadequate material specified- Similar06
to 04.
Quantity Surveyor's inadequate quantaities measured07
in the Bills of Quantities- Discrepancy in the Bills
of Quantities and the actual quantities may be found
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at the estimating stage during preparation of tender,
during the subletting stage or during in the record-
ing of works executed after the work is done. Such
discrepancies can-always be indicated in the expendi-
ture accounts as the difference between the actual
quantity used and the estimated quantity with an cost
code.
08 Quantity Surveyor's undervaluation of interim valua-
tions- The undervaluation incurs extra interest
cost which will be shown in a general site overhead
account.
09 Quantity Surveyor's delay in finalising Bills of
variatiaons and preparation of final account- This
is of a similar nature with item 03 but with a dif-
ferent responsible party, so-it-will be treated in
the same way.
Contractor's insufficient knowledge of construction10
technology- Costs incurred by this cause will be
reflected in the-expenditure accounts entries. These
entries are not subject to claim reimbursement but
will be reviewed as the site management's faults.
11 Contractor's underestimate of contract overheads-
For Preliminaries overheads, overruns will arise as
the actual cost is recorded against the estimated
cost. As for general site overheads and head office
overheads, .the monthly overheads expenditure will be
compared against the estimated monthly expenditure in
the overhead accounts. For general overhead ac-
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counts, this indication of cost overrun is unable to
spot the actual cause. In order to find out the real
causes.of cost overruns in general overheads accounts
and to do a detailed check in sub-divided accounts, a
comparison of these overruns with data of similar
nature in other projects will- provide the answer.
12 Contractor's delay by domestic suppliers- Extra
costs brought about by the delay of contractor's own
supplies will also be shown in expenditure accounts.
Provision shall be made in an extraordinary expendi-
ture account- liquidated damages to be paid to the
Client if such delay is critical to the project
schedule. These extra costs, though not redeemable
from the client through the main contract, can always
be reimbursed through the sub-contracts.
Contractor's delay by domestic sub-contractors- As13
delay by domestic suppliers, similar procedures are
applicable to domestic sub-contractors.
Damaging of work by Sub-contractors- Costs to rein-14
state damaged work are again included in the expendi-
ture accounts through site recording procedures.
These costs can be claimed through sub-contract pro-
visions.
Rising costs of labour- The increased labour cost15
will be reflected in sub-contractors' tender. During
the subletting of labour works, any under-estimation
of labour works are discovered immediately by check-
104
ing with the lowest tender. Such deviation of cost
is contractor's entire responsibility and he is
responsible for the risk. The only rectification is
to negotiate for a lower cost.
16 Rising costs of material- Similar to labour cost
overruns, material quotations are checked against
estimated costs. Cost deviation will be found imme-
diately and possibly be rectified by negotiation.
Rising interest rate- Interest rate charges are17
included as a head office overhead item billed by the
head office to the project account. An estimated
cash flow is prepared to calculate the opportunity.
cost of financing the project. This estimate is
checked against the monthly detailed head office
overhead accounts for identification of under-
estimating.
Contractor's inadequate resource allocation-18
Overruns of plant charges are reflected in plant
expenditure accounts, misallocations will lead tc
increased plant charges over the estimate. Such de-
viations is again a fault caused by the contractor's
mismanagement.
Contractor's defective works- this item refers to19
the sub-contractors defective works which have to be
rectified by the responsible sub-contractor. These
costs temporarily incurred may be reimbursed by the
responsible party.
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20 Contractor's unforeseen expenses- Such over expendi-
tures are usually one form of general site overhead
and are detailed in the sub-divided site overhead ac-
counts. This item is again entirely at the contrac-
tors own risk.
rrom our survey findings, theft, loss and expenses
related to kickbacks etc. are the two items to be most
cost insignificant and have a low probability to incur a
cost overrun. So we decide not to assign cause codes to
them. Regarding their accounting method, these two items
can be considered as part of general site overhead and
each can be considered as an account in one of those
detailed site overhead accounts.
21 Contractor's failure to coordinate with various sub-
contractor- With regard to this item, the contractor
must be fair in keeping his site records in order to
identify the party responsible for the extra costs.
Usually, it is the domestic sub-contractor who fails
to coordinate with others, but in some cases, it may
be the mistake of the site management.
22 Nominated Sub-contractor's defective materials/works
- Extra costs shown in expenditure accounts can be
recovered from the dominated Sub-contractor through
sub-contract provisions.
23 Nominated Sub-Contractor's failure in coordination
with other Sub-contractors- These extra costs are
treated in the same way as 21, reimbursement can be
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made to the responsible Nominated Sub-contractor
through a sub-contract claim.
24 Nominated Sub-contractor's failure in complying with
the work programme- Costs incurred through delay of
Nominated Sub-contractors are recorded in expenditure
accounts and are subject to redemption.
25 Nominated Sub-contractor's damage to Main Contrac-
tor's work- As in-cause code 14, extra costs are
recorded in expenditure accounts and to be claimed
through the Sub-contract.
26 Nominated Supplier's defective materials- Extra
costs are kept in expenditure accounts and to be
claimed from the Conditions of Tender.
27 Nominated Supplier's delay in delivery- Same treat-
ment as in cause code 12. The difference being that
the responsible party is a Nominated Supplier instead
of domestic supplier and a claim can be made through
the Conditions of Tender.
Nominated Supplier's inadequate information on ma-28
terial or equipment installation- extra costs incur-
red from this cause are recorded in the expenditure
accounts and can bp reimbursed from the Nominated
Supplier through the Conditions of Tender.
The above list does not include causes of overrun as
suggested by the respondents in our questionnaire survey.
The results of the questionnaire, as summarised in Chapter
V, indicates that there are four other causes brought out
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by the respondents. These causes, according to our
opinion, can in fact be included in certain items of our
overrun causes list. The first one- Resident Engineer
not issuing instruction soon enough- is indeed of a
similar nature to an inadequate design leading to varia-
tions/extra works. Waste of material is, a form of rising
cost of material. Unforeseen circumstances cannot ex-
plained as a cause for cost overruns, since we have to
sort out the responsible party for the cause. Bad
manning/choosing wrong method is a combination of rising
labour cost and insufficient knowledge of constructing
technologies, which can be classified under the two causes
respectively. As a result, though-these suggestions are






The proposed cost control system is dependant on a
concept based on the following principles:
(1) project costs are estimated with reference to informa-
tion provided by the Bills of Quantities and the
Contractor's cost library.
(2) these costs are transformed into information compati-
ble with actual expenditures.
(3) actual expenditures are checked against the estimated
information as to when they are about to take place.
(4) deviation of the actual expenditure, whether positive
or negative, from the estimated information are re-
corded immediately and such information is transferred
into the system with the identified cause.
(5) actions can be taken to control the actual expenditure
if such deviation is not revocable.
This cost recording measure facilitates the extract-
ing of the following information from the computer data
base:
current expenditure account status
deviation of actual cost from estimated cost
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costs involved in a particular cost overrun issue
overall project cost and profitability
current cost of a particular item in the Bills of Quan-
tities
Hardware Requirement
For the purpose of handling a cost control system of
this scale, the computer hardware requirement will depend
on several variables, namely, the number of projects, the
average project size and other functions the user expects
to be performed by the computer. For the establishment
of raw cost data and item breakdown, libraries, even a
micro-computer with two 10 Mega-byte hard diskettes will
be able to handle the job. In order to manipulate project
cost information libraries simultaneously, we suggest that
a mini-system be used. Additional advantages are offered
by a mini-system such as the multi-user execution environ-
ment and the larger flexibility provided for the per-
formance of other functions. But for contractors who
handle small number of projects under 10 million in value.
a micro-computer network may be a better solution. Re-
gardless of what hardware system is used, we recommend
that the contractor should employ a technical expert to
deal with the system implementation and software main-
tenance. Since the system has to work under a high degree
of flexibility and that not every contractor will find his
way of contract accounting compatible with the cost con-
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trol system, variations of the system to individual con-
tracting company will be inevitable. In addition, the
management should have the ability to communicate techni-
cally with the programmer with regard to his suppcrt
because a computer programmer is not supposed to know
anything about project cost control.
Deficiencies in the System
Though the system can help to solve many problems in
project cost control, it is still. unable to resolve
certain problems in some cases.
It will always be a problem that an expenditure item
cannot be traced to the location that it initially occurs.
Sometimes the location of the occurrence of an extra cost
is important since it may be different from similar work
carried out at another area. There are certain limitation
that prevent us from incorporating this location issue
into the system:
(1) Information from Bills of. Quantities does not have a
further location breakdown. If the contractor wants
it, he will have to remeasure the whole project.
(2) Including the location dimension into the library will
mean expanding the memory size of the libraries
several times. Though the contractor will have a
better and more detailed control, the extra cost in
dealing with this multiplication of information
creates the usual cost--benefit conflict.
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(3) In many cases, especially in more sophisticated build-
ings, the location cannot be logically defined. This
will create problems for the computer to mainpulate
the information and will also result in the confusion
of data.
Indeed, with a precise location definition of cost
information, the contractor can have a more detailed con-
trol, but in most cases, it is not flexible to add in this
dimension. In case the contractor finds it crucial to
include location cost control, variations can be made to
the system without violating its operating principles.
Another deficiency is the large amount of cost data
to be handled in the library, it can always be found that
certain items are not in the library. This is, in fact, a
nature of the construction industry. Someone may discover
that only 30% of cost data are commonly used and the
remaining 701 may not be applicable again in other pro-
jects. These extraordinary items are usually material
items which require regular updating. Regarding the
large amount of data to be handled, we suggest that a
logical way to store these data will help the searching
and extracting of-them. Sometimes, it is inevitable that
extra time will have to be spent in looking up data.
Lastly, the system is not sensible enough to deal
with estimating errors in assigning the weight of compo-
nent costs of an item. The over-estimate in one component
which may be counter-balanced by another will not be noted
since the overall item cost will still be the same. How-
ever, it is still an estimation mistake which should be
fed back to the system because these component costs, when
separately dealt with in their expenditure accounts, will
indicate different results. Both over-estimates and
under-estimates should be detected, though in project cost
control, overrun costs are our main concern. Over-
estimated costs are in fact, affecting the tender's com-
petitiveness which is as important as cost overrun control
for a contracting company's success.
We sincerely hope that further research will be con-
ducted on this topic and rectification of the above de-
fects be made in the future. We are aware that this
proposal is only one of the many solutions to the problem,
any different or new concept may render this current
concept obsolete. Suggestions and modifications to our
concept will be valuable in improving the' efficiency or
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of (or whose registered office is situate at)
(hereinafter called `the Employer') of the one part and
of (or whose registered office is situate at)
(hereinafter called `the Main Contractor') of the other part. WHEREASthe Employer is desirous oft
(hereinafter called `the Works') at.
and has caused Drawings and Bills of Quantities showing and describing the work to be done to be
prepared by or under the direction of
of
his Architect
State nature of intended Works.
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AND WHEREAS the Main Contractor has supplied the Employer with a fully priced copy of the
said, Bills of Quantities (which copy is hereinafter referred to as `the Contract Bills') AND WHEREAS
the said Drawings as enumerated within the Contract Bills (hereinafter referred to as `the Contract
Drawings') and the Contract Bills have been signed by or on behalf of the parties hereto:
Now IT IS HEREBY AGREED AS FOLLOWS:
1 For the consideration hereinafter mentioned the Main Contractor will upon and subject to the
Conditions annexed hereto carry out and complete the Works shown upon the Contract Drawings
and described by or referred to in the Contract Bills and in the said Conditions.
2 The Employer will pay to the Main Contractor the sum of Hong Kong Dollars
) (hereinafter referred to as `the Contract Sum') or such(HK$
other sum as shall become payable hereunder at the times and in the manner specified in the said
Conditions.
3 The term `the Architect' in the said Conditions shall mean the said
of
or, in the event of his death or ceasing to be the
Architect for the purpose of this Contract, such other person as the Employer shall nominate for
that purpose, not being a person to whomthe Main Contractor shall object for reasons considered
to be sufficient by an arbitrator appointed in accordance with clause 35 of the said Conditions.
Provided always that no person subsequently appointed to be the Architect under this Contract
shall be entitled to disregard or overrule any certificate or opinion or decision or approval or in-
struction given or expressed by the Architect for the time being.
4 The term `the Quantity Surveyor' in the said Conditions shall mean....
of
or, in the event of his death or ceasing to be the
Quantity Surveyor for the purpose of this Contract, such other person as the Employer shall
nominate for that purpose, not being a person to whom the Main Contractor shall object for
reasons considered to be sufficient by an arbitrator appointed in accordance with clause 35 of the
said Conditions.
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As Witness the hands of the said parties.
Signed by the said




Signed by the said
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118The Conditions hereinbefore referred to:
1 (1) The Main Contractor shall upon and subject to these Conditions carry out, take Main Contract
Obligationsfull responsibility for the care of, and complete the Works shown upon the Con-
tract Drawings and described by ,or referred to in the Contract Bills and in these
Conditions in every respect to the reasonable satisfaction of the Architect.
(2) If the Main Contractor shall find any discrepancy in or divergence between the
Contract Drawings and/or the Contract Bills he shall immediately give to the
Architect a written notice specifying the discrepancy or divergence, and the
Architect shall issue instructions in regard thereto.
2 (1) The Main Contractor shall (subject to sub-clauses (2) and (3) of this Condition) Architect's
Instructionsforthwith comply with all instructions issued to him by the Architect in regard to
any matter in respect of which the Architect is expressly empowered by these
Conditions to issue instructions. If within seven days after receipt of a written
notice from the Architect requiring compliance with an instruction the Main Con-
tractor does not comply therewith, then the Employer may employ and pay other
persons to execute any work whatsoever which may be necessary to give effect to
such instruction and all costs incurred in connection with such employment shall
be recoverable from the Main Contractor by the Employer as a debt or may be
deducted by him from any monies due or to become due to the Main Contractor
under this Contract.
(2) Upon receipt of what purports to be an instruction issued to him by the Architect
the Main Contractor may request the Architect to specify in writing the provision
of these Conditions which empowers the issue of the said instruction. The Architect
shall forthwith comply with any such request, and if the Main Contractor shall
thereafter comply with the said instruction (neither party before such compliance
having given to the other a written request to concur in the appointment of an
arbitrator under clause 35 of these Conditions in order that it may be decided
whether the provision specified by the Architect empowers the issue of the said
instruction), then the issue of the same shall be deemed for all the purposes of
this Contract to have been empowered by the provision of these Conditions
specified by the Architect in answer to the Main Contractor's request.
(3) All instructions issued by the Architect shall be issued in writing. Any instruc-
tion issued orally shall be of no immediate effect, but shall be confirmed in writing
by the Main Contractor to the Architect within seven days, and if not dissented
from in writing by the Architect to the Main Contractor within seven days from
receipt of the Main Contractor's confirmation shall take effect as from the expiration
of the latter said seven days.
Provided always:
(a) That if the Architect within seven days of giving such an oral instruction
shall himself confirm the same in writing, then the Main Contractor shall
not be obliged to confirm as aforesaid, and the said instruction shall take
effect as from the date of the Architect's confirmation, and
(b) That if neither the Main Contractor nor the Architect shall confirm such
an oral instruction in the manner and at the time aforesaid but the Main
Contractor shall nevertheless comply with the same, then the Architect
may confirm the same in writing at any time prior to the issue of the Final
Certificate, and the said instruction shall thereupon be deemed to have
taken effect on the date on which it was issued.
3 (1) The Contract Drawings and the Contract Bills shall remain in the custody of the Contract
Architect or of the Quantity Surveyor so as to be available at all reasonable times Documents
for the inspection of the Employer or of the Main Contractor.
(2) Immediately after the execution of this Contract the Architect without charge to
the Main Contractor shall furnish him (unless he shall have been previously
furnished) with:
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(a) one copy certified on behalf of the Employer of the Articles of Agreement
and of these Conditions.
(b) two copies of the Contract Drawings, and
(c) two copies of the unpriced Bills of Quantities, and (if requested by the
Main Contractor) one copy of the Contract Bills.
(3) So soon as is possible after the execution of this Contract the Architect without
charge to the Main Contractor shall furnish him (unless he shall have been pre-
viously furnished) with two copies of the specification, descriptive schedules or
other like document necessary for use in carrying out the Works. Provided that
nothing contained in the said specification, descriptive schedules or other documents
shall impose any obligation beyond those imposed by the Contract documents,
namely, by the Contract Drawings, the Contract Bills, the Articles of Agreement
and these Conditions.
(4) As and when from time to time may be necessary the Architect without charge
to the Main Contractor shall furnish him with two copies of such drawings or details
as are reasonably necessary either to explain and amplify the Contract Drawings
or to enable the Main Contractor to carry out and complete the Works in accordance
with these Conditions.
(5) The Main Contractor shall keep one copy of the Contract Drawings, one copy of
the unpriced Bills of Quantities, one copy of the specification, descriptive schedules
or other like document referred to in sub-clause (3) of this Condition, and one copy
of the drawings and details referred to in sub-clause (4) of this Condition upon the
Works so as to be available to the Architect or his representative at all reasonable
times.
(6) Upon final payment under clause 30(6) of these Conditions the Main Con-
tractor shall, if so requested by the Architect, forthwith return to the Architect all
drawings, details, specifications, descriptive schedules and other documents of a
like nature which bear his name.
(7) None of the-documents hereinbefore mentioned shall be used by the Main Con-
tractor for- any purpose other than this Contract and neither the Employer, the
Architect nor the Quantity Surveyor shall divulge or use except for the purposes
of this Contract any of the prices in the Contract Bills.
(8) Any certificate to be issued by the Architect under these Conditions shall be
issued to the Main Contractor.
4 (1) The Main Contractor shall comply with and give all notices required by any Actutory
igations, or Ordinance of Government, any instrument, rule or order made under any Act or
ices, Fees Ordinance of Government, or any regulation or byelaw of any local authority orCharges
of any statutory undertaker which has any jurisdiction with regard to the Works
or with whose systems the same are or will be connected. The Main Contractor
before making any variation from the Contract Drawings or the Contract Bills
necessitated by such compliance shall give to the Architect a written notice
specifying and giving the reason for such variation and the Architect may issue
instructions in regard thereto. If within seven days of having given the said
written notice the Main Contractor does not receive any instructions in regard to
the matters therein specified, he shall proceed with the work conforming to the
Act or Ordinance of Government, instrument, rule, order, regulation or byelaw
in question and any variation thereby necessitated shall be deemed to be a variation
required by the Architect.
(2) The Main Contractor shall pay and indemnify the Employer against liability in
respect of any fees or charges (including any rates or taxes) legally demandable
under any Act or Ordinance of Government, any instrument, rule or order made
under any Act or Ordinance of Government, or any regulation or byelaw of any
local authority or of any statutory undertaker in respect of the Works. Provided
that the amount of any such fees or charges (including any rates or taxes) shall
be added to the Contract Sum unless they
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(a) arise in respect of work executed or materials or goods supplied by a
local authority or statutory undertaker for which a prime cost sum is
included in the Contract Bills or for which a prime cost sum has arisen
as a result of Architect's instructions given under clause 11(3) of these
Conditions, or
(b) are provided for in the Contract Bills.
5 The Architect shall determine any levels which may be required' for the execution Levels and Setting
of the Works, and shall furnish to the Main Contractor by way of accurately out of the Works
dimensioned drawings such information as shall enable the Main Contractor to set
out the Works at ground level. Unless the Architect shall otherwise instruct, in
which case the Contract Sum shall be adjusted accordingly, the Main Contractor
shall be responsible for and shall entirely at his own cost amend any errors arising
from his own inaccurate setting out.
6 (1) All materials, goods and workmanship shall so far as procurable be of the Materials, Goods
respective kinds and standards described in the Contract Bills. and Workmanship
to Conform to
Description,(2) The Main Contractor shall upon the request of the Architect furnish him with Testing and
vouchers to prove that the materials and goods comply with sub-clause 6(1) of this InspectionCondition.
(3) The Architect may issue instructions requiring the Main Contractor to open up
for inspection any work covered up or to arrange for or carry out any test of any
materials or goods (whether or not already incorporated in the Works) or of any
executed work, and the cost of such opening tip or testing (together with the cost
of making good in consequence thereof) shall be added to the Contract Sum unless
provided for in the Contract Bills or unless the inspection or test shows that the
work, materials or goods are not in accordance with this Contract.
(4) The Architect may issue instructions in regard to the removal from the site of
any work, materials or goods which are not in accordance with this Contract.
(5) The Architect may (but not unreasonably or vexatiously) issue instructions
requiring the dismissal from the Works of any person employed thereon.
7 All royalties or other sums payable in respect of the supply and use in carrying Royalties and
Patent Rightsout the Works as described by or referred to in the Contract Bills of any patented
articles, processes or inventions shall be deemed to have been. included in the
Contract Sum, and the Main Contractor shall indemnify the Employer from and
against all claims, proceedings, damages, costs and expenses which may be brought
or made against the Employer or to which he may be put by reason of the Main
Contractor infringing or being held to have infringed any patent rights in relation
to any such articles, processes and inventions. Provided that where in compliance
with Architect's instructions the Main Contractor shall supply and use in carrying
out the Works any patented articles, processes or inventions, the Main Contractor
shall not be liable in respect of any infringement or alleged infringement of any
patent rights in relation to any such articles, processes and inventions and all
royalties damages or other monies which the Main Contractor may be liable to
pay to the persons entitled to such patent rights shall be added to the Contract Sum.
8 The Main Contractor shall constantly keep upon the Works a competent foreman- Foreman- in-Cha
in-charge and any instructions given to him by the Architect shall be deemed to
have been issued to the Main Contractor. Provided that if the Architect so re-
quires, the foreman-in-charge shall be English-speaking or, an interpreter through
whomthe Architect may give instructions shall be employed constantly on the site
of the Works.
9 The Architect and his representatives shall at all reasonable times have access to Access for
the Works and to the workshops or other places of the Main Contractor where Architect to t11
Workswork is being prepared for the Contract, and when work is to be so prepared in
workshops or other places of a sub-contractor (whether or not a Nominated Sub-
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Contractor as defined in clause 27 of these Conditions) the Main Contractor shall
by a term in the sub-contract so far as possible secure a similar right of access to
those workshops or places for the Architect and his representatives and shall do all
things reasonably necessary to make such right effective.
Works 10 The Employer shall be entitled to appoint a clerk of works or the Architect a
representative whose duty shall be to act solely as inspector on behalf of the
Employer under the directions of the Architect, and the Main Contractor shall
afford every reasonable facility for the performance of that duty. If any directions
are given to the.Main Contractor or to his foreman upon the Works by the clerk
of works or the Architect's representative the same shall be of no effect unless
given in regard to a matter in respect of which the Architect is expressly empowered
by these Conditions to issue instructions and unless confirmed in writing by the
Architect within two working days of their being given. If any such directions are
so given and confirmed then as from the date of confirmation they shall be deemed
to be Architect's instructions.
ns, 11 (1) The Architect may issue instructions requiring a variation and he may sanction
nal and in writing any variation made by the Main Contractor otherwise than pursuant to anlost Sums
instruction of the Architect. No variation required by the Architect or subsequently
sanctioned by him shall vitiate this Contract.
(2) The term `variation' as used in these Conditions means the alteration or
modification of the design, quality or quantity of the Works as shown upon the
Contract Drawings and described by or referred to in the Contract Bills, and in-
cludes the addition, omission or substitution of any work, the alteration of the
kind or standard of any of the materials or goods to be used in the Works, and
the removal from the site of any work, materials or goods executed or brought
thereon by the Main Contractor for the purposes of the Works other than work,
materials or goods which are not in accordance with this Contract.
(3) The Architect shall issue instructions in regard to the expenditure of prime cost*
and provisional sums included in the Contract Bills and of prime cost sums which
arise as a result of instructions issued in regard to the expenditure of provisional
sums.
(4) All variations required by the Architect or subsequently sanctioned by him in
writing and all work executed by the Main Contractor for which provisional sums
are included in the Contract Bills (other than work for which a tender made under
clause 27 (g) of these Conditions has been accepted) shall be measured and
valued by the Quantity Surveyor who shall give to the Main Contractor an
opportunity of being present at the time of such measurement and of taking such
notes and measurements as the Main Contractor may require. The valuation of
variations and of work executed by the Main Contractor for which a provisional
sum is included in the Contract Bills (other than work for which a tender has been
accepted as aforesaid) unless otherwise agreed shall be made' in accordance with
the following rules:-
(a) The prices in the Contract Bills shall determine the valuation of work of
similar character executed under similar conditions as work priced therein
(b) The said prices, where work is not of a similar character or executed
under similar conditions as aforesaid, shall be the basis of prices for the
same so far as may be reasonable, failing which a fair valuation thereof
shall be made
(c) Where work cannot properly be measured and valued the Main Contractor
shall be allowed daywork rates:
(i) at the rates inserted by the Main Contractor in the Contract
Bills or
*Footnote: The term 'prime cost' maybe indicated by the abbreviation 'P.C.' in any docu-
ment relating to this Contract (including the Contract Bills), and wherever the abbreviation
is used it shall be deemedto mean'prime cost'.
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(ii) where no such rates have beer) inserted, at the rates given in
the Standard Day Labour and Plant Hire Schedules agreed
between the Public Works Department and the Building Con-
tractors' Association Limited current at the date the work is
carried out
(iii) where materials are specifically provided for work valued under
sub-clause (4) (c) of this Condition such materials shall be
valued at cost plus the cost of packing, carriage and delivery
with an addition of fifteen per cent (15%) for overheads and
profit.
Provided that in any case vouchers, specifying the time daily spent upon the
work (and if required by the Architect the workmen's names) and the
materials employed, shall be delivered for verification to the Architect or
his authorised representative not later than the end of the week following
that in which the work has been executed
(d) The prices in the Contract Bills shall determine the valuation of items
omitted provided that if omissions substantially vary the conditions under
which any remaining items of work are carried out the prices for such
remaining items shall be valued under rule (b) of this sub-clause.
(e) If required by the Architect the Main Contractor shall within fourteen
days of the Architect's written request submit a detailed estimate of the
value of any variation.
(5) Effect shall be given to the measurement and valuation of variations under
sub-clause (4) of this Condition in Interim Certificates and by adjustment of the
Contract Sum and effect shall be given to the measurement and valuation of work
for which a provisional sum is included in the Contract Bills under the said sub-
clause in Interim Certificates and by adjustment of the Contract Sum in accordance
with clause 30(5) (c) of these Conditions.
(6) If upon written application being made to him by the Main Contractor, the
Architect is of the opinion that a variation or the execution by the Main Contractor
of work for which a provisional sum is included in the Contract Bills' (other than
work for which a tender made under clause 27 (g) of these Conditions has been ac-
cepted) has involved the Main Contractor in direct loss and expense for which he
would not be reimbursed by payment in respect of a valuation-made in accordance
with the rules contained in sub-clause (4) of this Condition and if the said
application is made within a reasonable time of the loss or expense having been
incurred, then the Architect shall either himself ascertain or shall instruct the
Quantity Surveyor to ascertain the amount of such loss or expense. Any amount
from time to time so ascertained shall be added to the Contract Sum, and if an
Interim Certificate is issued after the date of ascertainment any such amount shall
be added to the amount which would otherwise be stated as due in such Certificate.
12 (1) The quality and quantity of the work included in the Contract Sum shall be Contract DPA
deemed to be that which is set out in the Contract Bills which Bills unless other-
wise expressly stated in respect of any specified item or items shall be deemed to
have been prepared in accordance with the principles of the Standard Method of
Measurement of Building Works for use in Hong Kong last before published by
the Royal Institution of Chartered Surveyors (Hong Kong Branch) and the Building
Contractors' Association Limited, but save as aforesaid nothing contained in the
Contract Bills shall override, modify, or affect in any way whatsoever the
application or interpretation of that which is contained in these Conditions.
(2) Any error in description or in quantity in or omission of items from the Con-
tract Bills shall not vitiate this Contract but shall be corrected. and deemedto be a
variation required by the Architect.
13 The Contract Sum shall not be adjusted or altered in any way whatsoever otherwise Contractes
than in accordance with the express provisions of these Conditions, and subject
to clause 12(2) of these Conditions any error whether of arithmetic -or not in the




14 Unfixed materials and goods, delivered to, placed on or adjacent to the Works andUnfixed
site intended therefor and any materials or goods (lie value of which has in accordance
with clause 30(2) (A) of these Conditions been included in any Interim Certificate
under which the Main Contractor has received payment shall not be removed
except for use upon the Works unless the Architect has consented in writing to
such removal which consent shall not be unreasonably withheld. Where the value
of any such materials or goods has in accordance with these Conditions been
included in any Interim Certificate under which the Main Contractor has received
payment, such materials and goods shall become the property of the Employer,
but subject to clause 20 [B] of these Conditions (if applicable), the Main Con-
tractor shall remain responsible for loss or damage to the same.
.1
15 (1) When in. the opinion of the Architect the Works are practically completed, hetion and
shall forthwith issue a certificate to that effect and Practical Completion of theLiability
Works shall be deemed for all the purposes of this Contract to have taken place
on the day named in such certificate.
(2) Any defects, shrinkages or other faults which shall appear within the Defects
Liability Period stated in the appendix to these Conditions and which are due to
materials or workmanship not in accordance with this Contract or to typhoon(s)
occurring before Practical Completion of the Works, shall be specified by the
Architect in a Schedule of Defects which he shall deliver to the Main Contractor
not later than fourteen days after the expiration of the said Defects Liability Period,
and within a reasonable time after receipt of such Schedule the defects, shrinkages
and other faults therein specified shall be made good by the Main Contractor and
(unless the Architect shall otherwise instruct, in which case the Contract Sum
shall be adjusted accordingly) entirely at his own cost.
(3) Notwithstanding sub-clause (2) of this Condition the Architect may whenever
he considers it necessary so to do, issue instructions requiring any defect, shrinkage
or other fault which shall appear within the Defects Liability Period named in the
appendix to these Conditions and which is due to materials or workmanship not
in accordance with this Contract or to typhoon (s) occurring before Practical
Completion of the Works to he made good, and the Main Contractor shall within
a reasonable time after receipt of such instructions comply with the same and
(unless the Architect shall otherwise instruct, in which case the Contract Sum
shall be adjusted accordingly) entirely at his own cost. Provided that no such
instructions shall be issued after delivery of a Schedule of Defects or after fourteen
days from the expiration of the said Defects Liability Period.
(4) Whenin the opinion of the Architect any defect, shrinkages or other faults which
he may have required to be made good under sub-clauses (2) and (3) of this
Condition shall have been made good he shall issue a certificate to that effect, and
completion of making good defects shall be deemed for all the purposes of this
Contract to have taken place on the day named in such certificate.
(5) In no case shall the Main Contractor be required to make good at his own cost
any damage by typhoon(s) which may appear after Practical Completion of the
Works, unless the Architect shall certify that such damage is due to injury which
took place before Practical Completion of the Works.
al
*16 If at any time or times before Practical Completion of the Works the Employer
Mion
with the consent of the Main Contractor shall take possession of any part or parts
of the same (any such part being hereinafter in this clause referred to as `the
relevant part'), then notwithstanding anything expressed or implied elsewhere in
this Contract:-
(a) Within seven days from the date on which the Employer shall have taken
possession of the relevant part the Architect shall issue a certificate stating
his estimate of the approximate total value of the said part, and for all
the purposes of this Condition (but for no other) the value so stated
shall be deemed to be the total value of the said part.
*Foolnolc: This clause shall be deemedto be part of the Contract only it specifically so
stated in the Contract Bills.
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(b) For the purposes of sub-paragraph (ii) of paragraph (f) of this Condition
and of sub-clauses (2), (3) and (5) of clause 15 of these Conditions,
Practical Completion of the relevant part shall be deemed to have occurred
and the Defects Liability Period in respect of the relevant part shall be
deemed to have commenced on the date on which the Employer shall have
taken possession thereof.
(c) When in the opinion crf the Architect any defects, shrinkages or other
faults in the relevant part which he may have required to be made good
under sub-clause (2) or sub-clause (3) of clause 15 of these Conditions
shall have been made good he shall issue a certificate to that effect.
(d) The Main Contractor shall reduce the value insured under clause 20 [A]
of these Conditions (if applicable) by the full value of the relevant part,
and the said relevant part shall as from the date on which the Employer
shall have taken possession thereof be at the sole risk of the Employer
as regards any of the contingencies referred to in the said clause.
(e) In lieu of any sum to be paid or allowed by the Main Contractor under
clause 22 of these Conditions in respect of any period during which the
Works may remain incomplete occurring after the date on which the
Employer shall have taken possession of the relevant part there shall be
paid or allowed such sum as hears the same ratio to the sump which
would be paid or allowed apart from the provisions of this Condition as
does the Contract Sum less the total value of the said relevant part to
the Contract Sum..
(f) (i) Within fourteen days of the date on which the Employer shall
have taken possession of the relevant part there shall be paid
to the Main Contractor from the sums then retained under
clause 30(3) of these Conditions (if any) one moiety of such
amount as bears the sank ratio to the unreduccd amount
named in the appendix to these Conditions as Limit of Reten-
tion Fund as does the total value of the said relevant part to
the Contract Sum, and the amount named in the appendix to
these Conditions as Limit of Retention Fund shall be reduced
by the amount of such moiety.
(ii) On the expiration of the Defects Liability Period named in the
appendix to these Conditions in respect of the relevant part or
on the issue of the Certificate of Completion of Making Good
Defects in respect of the relevant part, whichever is the later,
there shall be paid to the Main Contractor from the sums then
retained under clause 30(3) of these Conditions (if any) the
other moiety of the amount referred to in the immediately
preceding sub-paragraph, and the amount named in the appendix
to these Conditions as Limit of Retention Fund shall be reduced
by the amount of such moiety.
Assignning17 (1) (a) The Employer shall not without the written consent of the Main Contractor
Sub-lettingassign this Contract.
(b) The Main Contractor shall not without the written consent of the
Employer assign this Contract.
(2) (a) The Main Contractor shall be permitted unless expressly prohibited by
the Architect to sub-let the whole or any portion of the Works either on
the basis of the provision by the sub-contractor of labour and materials
or by the provision of labour only on a piece-work basis. Notwithstanding
that where the Architect has not prohibited sub-letting the Architect shall
be entitled to prohibit any sub-contractor and shall have full powers to
remove any sub-contractor from the Works.
(b) The sub-letting of the whole or any portion of the Works shall not relieve
the Main Contractor from any liability or obligation under the Contract,
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and he shall be responsible for the acts, defaults and neglects of any
sub-contractor, his servants or agents, as fully as if they were the acts,
defaults or neglects of the Main Contractor, his servants or agents.
(c) It shall be the duty of the Main Contractor, if so required by the Architect,
to furnish to the Architect all particulars required as to any sub-contractor
employed or to be employed on the Works.
Provided that it shall be a condition in any sub-letting which may occur that the
employment of the sub-contractor under the sub-contract shall determine im-
mediately upon the determination (for any reason) of the Main Contractor's
employment under this Contract.
to Persons 18 (1) The Main Contractor shall be liable for, and shall indemnify the Employer
roperty and against, any expense, liability, loss, claim or proceedings whatsoever arising under
yer's
any statute or at commonlaw in respect of personal injury to or the death of anynity
person whomsoever arising out of or in the course of or caused by the carrying out
of the Works, unless due to any act or neglect of the Employer or of any person
for whom the Employer is responsible.
(2) Except for such loss or damage as is at the risk of the Employer under clause
20 [B] of these Conditions (if applicable) the Main Contractor shall be liable for,
and shall indemnify the Employer against, any expense, liability, loss, claim or
proceedings in respect of any injury or damage whatsoever to any property real
or personal in so far as such injury or damage arises out of or in the course of or
by reason of the carrying out of the Works, and provided always that the same is
due to any negligence, omission or default of the Main Contractor, his servants
or agents or of any sub-contractor, his servants or agents.
nce against 19 (1) (a) Without prejudice to his liability to indemnify the Employer tinder clause
to Persons 18 of these Conditions, the Main Contractor shall maintain and shall
roperty cause any sub-contractor to maintain:
(i) Such insurances as are necessary to cover the liability of the
Main Contractor or, as the case may be, of such sub-contractor,
in respect of personal injuries or deaths arising out of or in the
course of or caused by the carrying out of the Works and
(ii) Such insurances as may be specifically required by the Contract
Bills in respect of injury or damage to property' real or personal
arising out of or in the course of or by. reason of the carrying
out of the Works and caused by any negligence, omission or
default of the Main Contractor, his servants or agents or, as the
case may be, of such sub-contractor, his servants or agents.
(b) As and when he is reasonably required so to do by the Architect the
Main Contractor shall produce and shall cause any sub-contractor to
produce for inspection by the Employer documentary evidence that the
insurances required by this sub-clause are properly maintained, but on
any occasion the Employer may (but not unreasonably or vexatiously)
require to have produced for his inspection the policy or policies and
receipts in question.
(c) Should the Main Contractor or any sub-contractor make default in insuring
or in continuing or in causing to insure as provided in this sub-clause the
Employer may himself insure against any risk with respect to which the
default shall have occurred and may deduct a sum or sums equivalent to
the amount paid or payable in respect of premiums from any monies due
or to become due to the Main Contractor.
(2) (a) The Main Contractor shall maintain in the joint names of the Employer
and the Main Contractor insurances for such amounts of indemnity as
may be specified by way of provisional sum items in the Contract Bills
in respect of any expense, liability, loss, claim or proceedings which the
Employer may incur or sustain by reason of damage to any property other
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than the Works caused by collapse, subsidence, vibration, weakening or
removal of support or lowering of ground water arising out of or in the
course of or by reason of the carrying out of the Works excepting damage:
(i) caused by the negligence, omission or default of the Main
Contractor, his servants or agents or of any sub-contractor, his
servants or agents
(ii) attributable to errors or omissions in the designing of the Works
(iii) which can reasonably be foreseen to be inevitable having regard
to the nature of the work to be executed or the manner of its
execution
(iv) which is at the risk of the Employer under clause 20 [B] of
these Conditions (if applicable)
(v) arising from a nuclear risk or war risk
(b) Any such insurance as is referred to in the immediately preceding
paragraph shall be placed with insurers to be approved by the Architect,
and the Main Contractor shall deposit with him the policy or policies
and the receipts in respect of premiums paid.
(c) Should the Main Contractor make default in insuring or in continuing to
insure as provided in this sub-clause the Employer may himself insure
against any risk with respect to which the default shall have occurred
and the amounts paid or payable by the Employer in respect of premiums
shall not be set against the relevant provisional sum in the settlement of
accounts under clause 30 (5) (c) of these Conditions.
20
*[A] (1) Without prejudice to his obligations under clause 1 of these Conditions, the Insurance of do
Works againstMain Contractor shall in the joint names of the Employer and the Main Contractor
Fire, etc.insure against loss or damage by fire, lightning, explosion, storm, typhoon, flood,
bursting or overflowing of water tanks, apparatus or pipes, earthquake, aircraft
and other aerial devices or articles dropped therefrom, riot and civil commotion
for the full value thereof, plus four percent to cover professional fees, all work
executed and all unfixed materials and-goods delivered to, placed on or adjacent
to the Works and intended therefor (including the value of any materials or goods
which has in accordance with clause 30(2) (A) of these Conditions been included
in any Interim Certificate under which the Main Contractor has received payment)
but excluding temporary buildings, plant, tools and equipment owned or hired by
the Main Contractor or any sub-contractor, and shall keep such work, materials
and goods so insured until two weeks after Practical Completion of the Works.
Such insurance shall be with insurers approved by the Architect and the Main
Contractor shall deposit with him the policy or policies and the receipts in
respect of premiums paid and should the Main Contractor make default in
insuring or continuing to insure as aforesaid the Employer may himself insure
against any risk with respect of which the default shall have occurred and
deduct a sum equivalent to the amount paid by him in respect of premiums
from any monies due or to become due to the Main Contractor. Provided
always that if the Main Contractor shall independently of his obligations
under this Contract maintain a policy of insurance which covers (inter alia) the
said work, materials and goods against the aforesaid contingencies to the full value
thereof plus the aforesaid percentage, then the maintenance by the Main Con-
tractor of such policy shall, if the Employer's interest is endorsed thereon, be a
discharge of the Main Contractor's obligation to insure in the joint names of the
Employer and Main Contractor if and so long as the Main Contractor is able to
produce for inspection as and when he is reasonably required so to do by the
Architect documentary evidence that the said policy is property endorsed and
maintained then the Main Contractor shall be discharged from his obligation to
*Footnote: Clause 20 [A] is applicable to the erection of a new building if the Alain Con-
tractor is required to insure against loss or damageby fire, etc. clause 20 [8] is applicable to
alterations of or extensions to an existing building thu'rcfore strike out clause [A] or [B] as
the case mayrequire.
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deposit a policy or policies and receipts with the Architect but on any occasion
the Employer may (but not unreasonably or vexatiously) require to have produced
for his inspection the policy and receipts in question.
(2) Upon acceptance of any claim under the insurances aforesaid the Main Con-
tractor with due diligence shall restore work damaged replace or repair any unfixed
materials or goods which have been destroyed or injured remove and dispose of
any debris and proceed with the carrying out and completion of the Works. All
monies received from such insurances (less only the aforesaid percentage) shall
be paid to the Main Contractor by instalments under certificates of the Architect
issued at the Period of Interim Certificates named in the appendix to these Con-
ditions. The Main Contractor shall not be entitled to any payment in respect of
the restoration of work damaged, the replacement and repair of any unfixed
materials or goods, and the removal and disposal of debris other than the monies
received under the said insurances.
*[B] The existing structures together with all the contents thereof owned by him or
for which he is responsible and the Works and all unfixed materials and goods de-
livered to, placed on or adjacent to the Works and intended therefor (except tem-
porary buildings, plant, tools and equipment owned or hired by the Main Contractor
or any sub-contractor) shall be at the sole risk of the Employer as regards loss or
damage by fire, lightning, explosion, storm, typhoon, flood, bursting or overflowing
of water tanks, apparatus or pipes, earthquake, aircraft and other aerial devices
or articles' dropped therefrom, riot and civil commotion, and the Employer shall
maintain adequate insurance against those risks**. If the Employer shall at any
time fail upon request to produce any receipt showing such a policy as aforesaid
to be effective then the Main Contractor may in the name and on behalf of the
Employer insure. the existing structures together with the aforesaid contents the
Works and all unfixed materials and goods as aforesaid against loss or damage
occasioned by the said contingencies, and for that purpose shall have such right
of entry and inspection as may be required to make a survey and inventory of the
existing structures and the aforesaid contents and shall upon production of the
receipt for any premium paid by him be entitled to have its amount added to the
Contract Sum. If any loss or damage affecting the Works or any part thereof or
any such unfixed materials or goods is occasioned by any one or more of the said
contingencies, then
(a) The occurrence of such loss or damage shall be disregarded in computing
any amounts payable to the Main Contractor under or by virtue of this
Contract.
(i) If it is just and equitable to do so the employment of the Main(b)
Contractor, under this Contract may within twenty-eight days
of the occurrence of such loss or damage be determined at the
option of either party by notice by registered post, or recorded
delivery from either party to the other. Within seven days of
receiving such a notice (but not thereafter) either party may
give to the other a written request to concur in the appointment
of an arbitrator under clause 35 of these Conditions in order
that it may be determined whether such determination will be
just and equitable.
(ii) Upon the giving or receiving by the Employer of such a notice
of determination or, where a reference to arbitration is made
as aforesaid, upon the arbitrator upholding the notice of
determination, the provisions of sub-clause (2) (except sub-
paragraph (vi) of paragraph (b)) of clause 26 of these
Conditions shall apply.
'Footnote: Clause 20 [A] is applicable to the erection of a new building if the Main Con-
tractor is required to insure against loss or damageby fire, etc. clause 20.[B] is applicable to
alterations of or extensions to an existing building therefore strike out clause [A] or [B] as
the case mayrequire.
Footnote: In some cases it may not be possible for the Employer to take out insurance
against certain of the risks mentionedin this clause. This matter should he arranged between
the parties at the tender stage and the clause amendedaccordingly.
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(c) If no notice of determination is served as atoresaid, or, where a reference
to arbitration is made as aforesaid, if the arbitrator decides against the
notice of determination, then
(i) the Main Contractor with due diligence shall reinstate or make
good such loss or damage, and proceed with the carrying out
and completion of the Works
(ii) the Architect may issue instructions requiring the Main Con-
tractor to remove and dispose of any debris and
(iii) the reinstatement and making good of such loss or damage and
(when required) the removal and disposal of debris shall be
deemed to be a variation required by the Architect.
Possession,21 (1) On the Date for Possession stated in the appendix to these Conditions possession Completion andof the site shall be given to the Main Contractor who shall thereupon begin the
PostponementWorks and regularly and diligently proceed with the same, and who shall complete
the same on or before the Date for Completion stated in the said appendix subject
nevertheless to the provisions for extension of time contained in clauses 23 and
33(1)(c) of these Conditions.
(2) The Architect may issue instructions in regard to the postponement of any
work to be executed under the provisions of this Contract.
22 If the Main Contractor fails to complete the Works by the Date for Completion Damages for
Non-completionstated in the appendix to these Conditions or within any extended time fixed under
clause 23 or clause 33(1)(c) of these Conditions and the Architect certifies in
writing that in his opinion the same ought reasonably so to have been completed,
then the Main Contractor shall pay or allow to the Employer a sum calculated at
the rate stated in the said appendix as Liquidated and Ascertained Damages for
the period during which the Works shall so remain or have remained incomplete,
and the Employer may deduct such sum from any monies due or to become due
to the Main Contractor under this Contract.
23 Upon it becoming reasonably apparent that the progress of the Works is delayed, Extension of Time
the Main Contractor shall forthwith give written notice of the cause of the delay
to the Architect, and if in the opinion of the Architect the completion of the
Works is likely to be or has been delayed beyond the Date for Completion stated
in the appendix to these Conditions or beyond any extended time previously fixed
under either this clause or clause 33 (1) (c) of these Conditions,
(a) by force majeure, or
(b) by reason of inclement weather or the subsequent effects of such inclement
weather for the purpose of this sub-clause `inclement weather' is defined as
rainfall in excess of twenty millimetres in a twenty-four hour period
(midnight to midnight) as recorded at the Royal Observatory or the
hoisting of Typhoon Signal No. 8 or higher, or
(c) by reason of loss or damage occasioned by any one or more of the con-
tingencies referred to in clause 20 [A] or [B] of these Conditions, or
(d) by reason of civil commotion, local combination of workmen, strike or
lockout affecting any of the trades employed upon the Works or any of
the trades engaged in the preparation, manufacture or transportation of
an of the goods or materials required for the Works, or
(e) by reason of Architect's instructions issued under clauses 1(2), 11(1)
or 21(2) of these Conditions, or
(f) by reason of the Main Contractor not having received in due time
necessary instructions, drawings, details or levels from the Architect for
which he specifically applied in writing on a date which having regard to
129the Date for Completion stated in the appendix to these Conditions or to
any extension of time then fixed under this clause or clause 33 (1) (c) of
these Conditions was neither unreasonably distant from nor unreasonably
close to the date on which it was necessary for him to receive the same, or
(g) by delay on the part of Nominated Sub-Contractors or Nominated
Suppliers which the Main Contractor has taken all practicable steps to
avoid or reduce, or
(h) by delay on the part of artists, tradesmen or others engaged by the
Employer in executing work not forming part of this Contract, or
(i) by reason of the opening up for inspection of any work covered up or of
the testing of any of the work, materials or goods in accordance with
clause 6(3) of these Conditions (including making good in consequence of
such opening up or testing), unless the inspection or test showed that the
work, materials or goods were not in accordance with this Contract, or
(j) (i) by the Main Contractor's inability for reasons beyond his control
and which he could not reasonably have foreseen at the date of
this Contract to secure such labour as is essential to the proper
carrying out of the Works, or
(ii) by the Main Contractor's inability for reasons beyond his control
and which he could not reasonably have foreseen at the date of
this Contract to secure such goods and/or materials as are
essential to the proper carrying out of the Works, or
(k) by reason of compliance with the provisions of clause 34 of these Con-
ditions or with Architect's instructions issued thereunder,
then the Architect shall so soon as he is able to estimate the length of the delay
beyond the date or time aforesaid make in writing a fair and reasonable extension
of time for completion of the Works. Provided always that the Main Contractor
shall use constantly his best endeavours to prevent delay and shall do all that
may reasonably be required to the satisfaction of the Architect to proceed with
the Works.
24 (1) If upon written application being made to him by the Main Contractor theind Expense
.d by Architect is of the opinion that the Main Contractor has been involved in direct
rbance of loss and/or expense for which lie would not be reimbursed by a payment madelar Progress
under any other provision in this Contract by reason of the regular progress ofe Works
the Works or of any part thereof having been materially affected by:
(a) The Main Contractor not having received in due time necessary instruc-
tions, drawings, details or levels from the Architect for which he
specifically applied in writing on a date which having regard to the Date
for Completion stated in the appendix to these Conditions or to any
extension of time then fixed under clause 23 or clause 33(l) (c) of these
Conditions was neither unreasonably distant from nor unreasonably close
to the date on which it was necessary for him to receive the same or
(b) The opening up for inspection of any work covered up or the testing of any
of the work, materials or goods in accordance with clause 6(3) of these
Conditions (including making good in consequence of such opening up
or testing), unless the inspection or test showed that the work, materials
or goods were not in accordance with this Contract or
(c) Any discrepancy in or divergence between the Contract Drawings and/or
the Contract Bills or
'Footnote: This sub-clause shall be deemedto be part of the Contract only if specifically so
stated in the Contract Bills.
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(d) Delay on the part of artists, tradesmen or others engaged by the Employer
in executing work not forming part of this Contract or
(e) Architect's instructions issued in regard to the postponement of any work
to be executed under the provisions of this Contract
and if the written. application is made within a reasonable time of it becoming
apparent that the progress of the Works or of any part thereof has been affected
as aforesaid, then the Architect shall either himself ascertain or shall instruct the
Quantity Surveyor to ascertain the amount of such loss and/or expense. Any
amount from time to time so ascertained shall be added to the ,Contract Sum, and
if an Interim Certificate is issued after the date of ascertainment any such aount
shall be added to the amount which would otherwise be stated as due in such
Certificate.
(2) The provisions of this Condition are without prejudice to any other rights and
remedies which the Main Contractor may possess.
25 (1) If the Main Contractor shall make default in any one or more of the following Determination by
Employerrespects, that is to say:-
(a) If he without reasonable cause wholly suspends the carrying out of the
Works before completion thereof, or
(b) If he fails to proceed regularly and diligently with the Works, or
(c) If he refuses or persistently neglects to comply with a written notice
from the Architect requiring him to remove- defective work or improper
materials or goods and by such refusal or neglect the Works are materially
affected, or
(d) If he fails to comply with the provisions of clause 17 of these Conditions,
then the Architect may give to him a notice by registered post or recorded delivery
specifying the default, and if the Main Contractor either shall continue such
default for fourteen days after receipt of such notice or shall at any time thereafter
repeat such default (whether previously repeated or not), then the Employer
without prejudice to any other rights or remedies, may within tell days after such
continuance or repetition by notice by registered post or recorded delivery forthwith
determine the employment of the Main Contractor under this Contract, provided
that such notice shall not be given unreasonably or vexatiously.
(2) In the event of the Main Contractor becoming bankrupt or making a composi-
tion or arrangement with his creditors or having a winding up order made or (except
for purposes of reconstruction) a resolution for voluntary winding up passed or
a receiver or manager of his business or undertaking duly appointed, or possession
taken, by or on behalf of the holders of any debentures secured by a floating
charge, of any property comprised in or subject to the floating charge, the
employment of the Main Contractor under this Contract shall be forthwith
automatically determined but the said employment may be reinstated and continued
if the Employer and the Main Contractor his trustee in bankruptcy liquidator
receiver or manager as the case may be shall so agree.
(3) In the event of the employment of the Main Contractor being determined as
aforesaid and so long as it has not been reinstated and continued, the following
shall be the respective rights and duties of the Employer and Main Contractor:-
(a) The Employer may employ and pay other persons to carry out and
complete the Works and he or they may enter upon the Works and use
all temporary buildings, plant, tools, equipment, materials and goods
intended for, delivered to and placed on or adjacent to the Works, and
may purchase all materials and goods necessary for the carrying out and
completion of the Works.
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(b) The Main Contractor shall [except where the determination occurs by.
reason of the bankruptcy of the Main Contractor or of him having a
winding up order made or (except for the purposes of reconstruction) a
resolution for voluntary winding up passed] if so required by the Employer
or Architect within fourteen days of the date of determination, assign to
the Employer without payment the benefit of any agreement for the
supply of materials or goods and/or for the execution of any work for
the purposes of this Contract but on the terms that a supplier or sub-
contractor shall be entitled to make any reasonable objection to any
further assignment thereof by the Employer. In any case the Employer
may pay any supplier or sub-contractor for any materials or goods
delivered or works executed for the purposes of this Contract (whether
before-or after the date of determination) in so far as the price thereof
has not already been paid by the Main Contractor. The Employer's rights
under this paragraph are in addition to his rights to pay Nominated Sub-
Contractors as provided in clause 27 (c) of these Conditions and payments
made 'under this paragraph may be deducted from any sum due or to
become due to the Main Contractor.
The Main Contractor shall as and when required in writing by the(c)
Architect so to do (but not before) remove from the Works any
temporary buildings, plant, tools, equipment, materials and goods
belonging to or hired by him. If within a reasonable time after any
such requirement has been made the Main Contractor has not complied
therewith, then the Employer may (but without being responsible for any
loss or damage) remove and sell any such property of the Main Con-
tractor, holding the proceeds less all costs incurred to the credit of the
Main Contractor.
The Main Contractor shall allow or pay to the Employer in the manner(d)
hereinafter appearing the amount of any direct loss and/or damage caused
to the Employer by the determination. Until after completion of the
Works under paragraph (a) of this sub-clause the Employer shall not
be bound by any provision of this Contract to make any further payment
to the-Main Contractor, but upon such completion and the verification
within a reasonable time of the accounts therefor the Architect shall
certify the amount of expenses properly incurred by the Employer and
the amount of any direct loss and/or damage caused to the Employer by
the determination and, if such amounts when added to the monies paid
to the Main Contractor before the date of determination exceed the total
amount- which would have been payable on due completion in accordance
with this- Contract, the difference shall be a debt payable to the Employer
by the Main Contractor and if the said amounts when added to the said
monies be less than the said total amount, the difference shall be a debt
payable by the Employer to the Main Contractor.
(1) Without prejudice to any other rights and remedies which the Main Contractor26ination by
:ontractor may possess, if
(a) The Employer does not pay to the Main Contractor the amount due on
any certificate within the Period for Honouring Certificates named in the
appendix to these Conditions and continues such default for seven days
after receipt by registered post or recorded delivery of a notice from the
Main Contractor stating that notice of determination under this Condition
will be served if payment is not made within seven days from receipt
thereof or
(b) The Employer interferes with or obstructs the issue of any certificate due
under this Contract or
(c) The carrying out of the hole or substantially the whole of the uncom-
pleted Works (other than the execution of work required under clause
15 of these Conditions) is suspended for a continuous period of the length
named in the appendix to these Conditions by reason of:
(i) force ,najeure, or
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(ii) loss or damage occasioned by array one or more of the con-
tingencies referred to in clause 20 [A] of these Conditions (it
applicable), or.
(iii) civil commotion, or
(iv) Architect's instructions issued under clauses 1(2), 1 1(1) or
21(2) of these Conditions, or
(v) the Main Contractor not having received in due time necessary
instructions, drawings, details or levels from the Architect for
which he specifically applied in writing on a date which having
regard to the Date for Completion stated in the appendix to
these Conditions or to any extension of time then fixed under
clause 23 or clause 33 (1) (c) of these Conditions was neither
unreasonably distant from nor unreasonably close to the date
on which it was necessary for him to receive the same, or
(vi) delay on the part of artists, tradesmen or others engaged by
the Employer in executing work not forming part of this
Contract, or
(vii) the opening up for inspection of any work covered up or of
the testing of any of the work, materials or goods in accordance
with clause 6(3) of these Conditions (including making good in
consequence of such opening up or testing), unless the in-
spection or test showed that the work, materials or goods were
not in accordance with this Contract,
(d) The Employer becomes bankrupt or makes a composition or arrangement
with his creditors or has a winding up order made or (except for the
purposes of reconstruction) a resolution for voluntary winding up passed
or a receiver or manager of his business or undertaking is duly appointed,
or possession is taken by or on behalf of the holders of any debentures
secured by a floating charge of any property comprised in or subject
to the floating charge,
then the Main Contractor may thereupon by notice by registered post or recorded
delivery to the Employer or Architect forthwith determine the employment of
the Main Contractor under this Contract provided that such notice shall not be
given unreasonably or vexatiously.
Provided that paragraph (c) of this sub-clause not be applicable if the suspension
arises out of default made by the Main Contractor.
(2) Upon such determination, then without prejudice to the accrued rights or
remedies of either party or to any liability of the classes mentioned .in clause 18 of
these Conditions which may accrue either before the Main Contractor or any sub-
contractors shall have removed his temporary buildings, plant, tools, equipment,
materials or goods or by reason of his or their so removing the same, the
respective rights and liabilities of the Main Contractor and the Employer shall
be as follows, that is' to say:-
(a) The Main Contractor shall with all reasonable dispatch and in such manner
and with such precautions as will prevent injury, death or damage of the
classes in respect of which before the date of determination he was liable
to indemnify the Employer- under clause 18 of these Conditions remove
from the site all his temporary buildings, plant, tools, equipment, materials
-and goods and shall give facilities for his sub-contractors to do the same,
but subject always to the provisions of sub-paragraph (iv) of paragraph
(b) of this sub-clause.
(b) After taking into account amounts previously paid under this Contract
the Main Contractor shall be paid by the Employer:-
(i) The total value of work completed at the date of determination.
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(ii) The total value of work begun and executed but not completed
at the date of determination, the value being ascertained in
accordance with clause 11(4) of these Conditions as if such
work were 'a variation required by the Architect.
(iii) Any sum ascertained in respect of direct loss and/or expense
under clauses 11(6), 24 and 34(2) of these Conditions (whether
ascertained before or after the date of determination).
(iv) The cost of materials or goods properly ordered for the Works
for which the Main Contractor shall have paid or for which
the Main Contractor is legally bound to pay, and on such
payment by the Employer any materials or goods so paid for
shall become the property of the Employer.
(v) The reasonable cost of removal under paragraph (a) of this
sub-clause.
(vi) Any direct loss and/or damage caused to the Main Contractor
by the determination.
Provided that in addition to all other remedies the Main Contractor upon such
determination may take possession of and shall have a lien upon all unfixed
materials and goods, which may have become the property of the Employer under
clause 14 of these Conditions until payment of all monies due to the Main
Contractor from the Employer.
27 The following provisions of this Condition shall apply where prime cost sums arenated
Contractors included in the Contract Bills or arise as a result of Architect's instructions given
in regard to the expenditure of provisional sums in respect of persons to be
nominated by the Architect to supply and fix materials or goods or to execute work.
(a) Such sums shall be deemed to be nett (no discount allowed) and shall be
expended in favour of such persons as the Architect shall instruct, and
all specialists or others who are nominated by the Architect are hereby
declared to be sub-contractors employed by the Main Contractor and are
referred to in these Conditions as `Nominated Sub-Contractors'. Provided
that the Architect shall not nominate any person as a sub-contractor
against whom the Main Contractor shall make reasonable objection, or
(save where the Architect and Main Contractor shall otherwise agree)
who will not enter into a sub-contract which provides (inter alia):-
(i) That the Nominated Sub-Contractor shall carry out and com-
plete the Sub-Contract Works in every respect to the reasonable
satisfaction of the Main Contractor and of the Architect, and
in conformity with all the reasonable directions and requirements
of the Main Contractor.
(ii) That the Nominated Sub-Contractor shall observe, perform and
comply with all the provisions of this Contract on the part of
the Main Contractor to be observed, performed and complied
with (other than clause 20 [A] of these Conditions, if applicable)
so far as they relate and apply to the Sub-Contract Works or
to any portion of the same.
(iii) That the Nominated Sub-Contractor shall indemnify the Main
Contractor against the same liabilities in respect of the Sub-
Contract Works as those for which the Main Contractor is
liable to indemnify the Employer under this Contract.
(iv) That the Nominated Sub-Contractor shall indemnify the Main
Contractor against claims in respect of any negligence, omission
or default of such sub-contractor, his servants or agents or any
misuse by him or them of any scaffolding or other plant, and
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shall insure himself against 1ny such claims and produce the
policy or policies and receipts in respect of premiums paid as and
when required by either the Architect or the Main Contractor.
(v) That the Sub-Contract Works shall be completed within the
period or (where they are to be completed in sections) periods
therein specified, that the Main Contractor shall not without
the written consent of the Architect grant any extension of
time for the completion of the Sub-Contract \Vorks or any
section thereof, and that the Main Contractor shall inform the
Architect of any representation made by the Nominated Sub-
Contractor as to the cause of any delay in the progress or
completion of the Sub-Contract Works or of any section thereof.
(vi) That if the Nominated Sub-Contractor shall fail to complete the
Sub-Contract Works or (where the Sub-Contract Works are to
be completed in sections) any section thereof within the period
therein specified or within any extended time granted by the
Main Contractor with the written consent of the Architect, and
the Architect certifies in writing to the Main Contractor that
the same ought reasonably so to have been completed, the
Nominated Sub-Contractor shall pay or allow to the Main
Contractor either a sung calculated at the rate therein agreed
as liquidated and ascertained damages for the period during
which the said Works or any section thereof, as the case may
be, shall so remain or have remained incomplete or (where no
such rate is therein agreed) a suns equivalent to any loss or
damage suffered or incurred by the Main Contractor and caused
by the failure of the Nominated Sub-Contractor as aforesaid.
(vii) That payment in respect of any work, materials or goods
comprised in the sub-contract shall be made within fourteen
days after receipt by the Main Contractor of payment from the
Employer against the Architect's certificate tinder clause 30 of
these Conditions which states as due an amount calculated by
including the estimated value of such work, materials or goods,
and shall when due be subject to the retention by the Main
Contractor of the sums mentioned in sub-paragraph (viii) of
paragraph (a) of this Condition.
(viii) That the Main Contractor shall retain from the sum directed by
the Architect as having been included in the calculation of the
amount stated as due in any certificate issued under clause 30
of these Conditions in respect of the total value of work,
materials or goods executed or supplied by the Nominated
Sub-Contractor the percentage of such value named in the
appendix to the Sub-Contract Conditions (or, if there he none,
in the appendix to these Conditions) as Percentage of Certified
Value Retained tip to the total amount specified in the appendix
to the Sub-Contract Conditions as Limit of Retention Fund
(or, if there be none, up to a total amount not exceeding a
sum which shall bear the same proportion to the Sub-Contract
Sum as the Limit tinder the Main Contract bears to the Main
Contract Sum excluding all amounts included therein in respect
of Nominated Sub-Contract works) and that the Main Con-
tractor's interest in any sums so retained (by whomsoever held)
shall be fiduciary as trustee for the Nominated Sub-Contractor
(but without obligation to invest) and that the Nominated
Sub-Contractor's beneficial interest in such sums shall be subject
only to the right of the Main Contractor to have recourse
thereto from time to time for payment of any amount which
he is entitled under the sub-contract to deduct from any sum
due or to become due to the Nominated Sub-Contractor and
that if and when such sums or any part thereof are released
to the Nominated Sub-Contractor they shall be paid in full.
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(ix) That the Architect and his rcprescntatives shall have a right of
access to the workshops and other places of the Nominated
Sub-Contractor as mentioned in clause 9 of these Conditions.
(x) That the employment of the Nominated Suh-Contractor under
the sub-contract shall determine immediately upon the deter-
mination (for any reason) of the Main Contractor's employment
under this Contract.
(b) The Architect shall direct the Main Contractor as to the estimated value
of the work, materials or goods executed or supplied by a Nominated
Sub-Contractor included in the calculation of the amount stated as due
in any certificate issued under clause 30 of these Conditions and shall
forthwith inform the Nominated Sub-Contractor in writing of the amount
of the said estimated value. The sum representing such estimated value
shall be paid by the Main Contractor to the Nominated Sub-Contractor
within fourteen days of receiving payment from the Employer against the
Architect's certificate less only (i) any retention money which the Main
Contractor may be entitled to deduct under the terms of the sub-contract,
and (ii) any sum to which the Main Contractor may be entitled in respect
of delay in completion of the Sub-Contract \Vorks or any part thereof.
(c) Before issuing any certificate under clause 30 of these Conditions the
Architect may request the Main Contractor to furnish to him reasonable
proof that all amounts (less due retentions) included in the calculation
of the amount stated as due in previous certificates in respect of the
total value of the work, materials or goods executed or supplied by any
Nominated Sub-Contractor have been duly discharacd, and if the Main
Contractor fails to comply with any such request and unless he shall
produce to the Architect in writing
(i) reasonable cause for %itholding or refusing to discharge such
amounts as are due, and
(ii) reasonable proof that he has so informed such Nominated
Sub-Contractor,
the Architect shall issue a certificate to that effect and thereupon the
Employer may himself pay such amounts to any Nominated Sub-
Contractor concerned and deduct the same from any sums due or to
become due to the Main Contractor.
(i) The Main Contractor shall not grant to any Nominated Sub-(d)
Contractor any extension of the period within which the
Sub-Contract Works or (where the Sub-Contract Works are to
be, completed in sections) and scc:tion thereof is to be com-
pleted without the written consent of the Architect, provided
always that the Main Contractor shall inform the Architect of
any representations made by the Nominated Sub-Contractor as
to the cause of any delay in the progress or completion of the
Sub-Contract Works or of any section thereof, and that the
consent of the Architect shall not be unreasonably withheld.
(ii) If any Nominated Sub-Contractor fails to complete the Sub-
Contract Works or (where the Sub-Contract Works are to be
completed in sections) any section thereof within the period
specified in the sub-contract or within any extended time
granted by the Main Contractor with the written consent of
the Architect, then if the same ought reasonably so to have
been completed the Architect shall certify in writing accordingly
immediately upon issue the Architect shall send a duplicate of
any such certificate to the Nominated Sub-Contractor.
(e) If the Architect desires to secure final payment to any Nominated Sub-
Contractor before final payment is due to the Main C'ontractor, and if
such Nominated Sub-Conntractor has satisfactorily indemnified the Main
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Contractor against any latent defects, then the Architect may in an Interim
Certificate include an amount to cover the said final payment, and there-
upon the Main Contractor shall pay to such Nominated Sub-Contractor
the amount of certified within fourteen days of receiving payment from
the Employer against the Architect's certificate. Upon such final pay-
ment, the Limit of Retention Fund as defined in the appendix to these
Conditions shall be reduced by the amount of the retention in respect of
such sub-contract, and save for latent defects the Main Contractor shall
be discharged from all liability for the work, materials or goods executed
or supplied by such Nominated Sub-Contractor under the sub-contract
to which the payment relates.
(f) Neither the existence nor the exercise of the foregoing powers nor
anything else contained in these Conditions shall render the Employer in
any way liable to any Nominated Sub-Contractor.
(g) (i) Where the Main Contractor in the ordinary course of his
business directly carries out works for which prime cost sums
are included in the Contract Bills and where items of such
works are set out in the appendix to these Conditions and the
Architect is prepared to receive tenders from the Main Con-
tractor for such items, then the Main Contractor shall be
permitted to tender for the same or any of them but without
prejudice to the Employer's right to reject the lowest or any
tender. If the Main Contractor's tender is accepted, he shall
not sub-let the work without the consent of the Architect:
Provided that where a prime cost sum arises under Architect's
instructions issued under clause 11(3) of these Conditions it
shall be deemed for the purposes of this paragraph to have been
included in the Contract Bills and the item of work to which
it relates shall likewise be deemed to have been set out in the
appendix to these Conditions.
(ii) It shall be a condition of any tender accepted under this
paragraph that clause 11 of these Conditions. shall apply in
respect of the items of work included in the tender as if for the
reference therein to the Contract Drawings and the Contract
Bills there were references to the equivalent documents included
in or referred to in the tender.
23 The following provisions of this Condition shall apply where prime cost sums are Nominated
Suppliersincluded in the Contract Bills, or arise as a result of Architect's instructions given
in regard to the expenditure of provisional sums, in respect of any materials or
goods to be fixed by the Main Contractor.
(a) Such sums shall be deemed to be nett (no discount allowed) and the
term prime cost when included or arising as aforesaid, shall he understood
to mean the nett cost to be defrayed as a prime cost after deducting any
trade or other discount, and shall include the cost of packing, carriage
and delivery. Provided that, where in the opinion of the Architect the
Main Contractor has incurred expense for special packing or special
carriage, such special expense shall be allowed as part of the sums actually
paid by the Main Contractor.
(b) Such sums shall be. expended in favour of such persons as the Architect
shall instruct, and all specialists, merchants, tradesmen or others who are
nominated by the Architect to supply materials or goods are hereby
declared to be suppliers to the Main Contractor and are referred to in
these Conditions as `Nominated Suppliers'. Provided that the Architect
shall not (save where the Architect and Main Contractor shall otherwise
agree) nominate as a supplier a person who will not enter into a contract
of sale which provides (inter alia):-
(i) That the materials or goods to be supplied shall be to the
reasonable satisfaction of the Architect.
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or otherwise any defects in the materials or goods supplied
which appear within such period as is therein mentioned and
shall bear any expenses reasonably incurred by the Main Con-
tractor as a direct consequence of such defects, provided that:-
(1) where the materials or goods have been used or fixed
such defects are not such that examination by the Main
Contractor ought to have revealed them before using or
fixing
(2) such defects are due solely to defective workmanship or
material in the goods supplied and shall not have been
caused by improper storage by the Main Contractor or by
misuse or by any act or neglect of either the Main Con-
tractor, the Architect or the Employer or by any person
or persons for whom they may be responsible.
(iii) That delivery of the materials or goods supplied shall be com-
menced and completed at such times 'as the Main Contractor
may reasonably direct.
(iv) That the Nominated Supplier shall not be obliged to make any
delivery of materials or goods (except any which may have
been paid for in full or in the amount due provided by the
contract of sale) after the determination (for any reason) of
the Main Contractor's employment under this Contract.
(c) Where the said contract of sale between the Main Contractor and the
Nominated Supplier in any- way restricts, limits or excludes the liability
of the Nominated Supplier to the Main Contractor in respect of materials
or goods supplied or to be supplied, and the Architect has specifically
approved in writing the said restrictions, limitations or exclusions, the
liability of the Main Contractor to the Employer in respect of the said
materials or goods shall be restricted, limited or excluded to the same
extent. The Main Contractor shall not be obliged to enter into a con-
tract with, nor expend prime cost sums in favour of, the Nominated
Supplier until the Architect has specifically approved in writing the said
restrictions, limitations or exclusions.
(d) All payments by the Main Contractor for materials and goods supplied
by a Nominated Supplier shall be in full unless otherwise provided in
the contract of sale and shall be paid within fourteen days of receiving
payment from the Employer against the Architect's certificate under
clause-30 of these Conditions which states as due an amount calculated
by including the total value of such materials and goods or the amount
due provided by the contract of sale.
(e) Before issuing any certificate under clause 30 of these Conditions the
Architect may request the Main Contractor to furnish to him reasonable
proof that all amounts (less due retentions) included in the calculation
of the amount stated as due in previous certificates in respect of the total
value of the materials or goods supplied by any Nominated Supplier have
been duly discharged, and if the Main Contractor fails to comply with
any such request and unless he shall produce to the Architect in writing
(i) reasonable cause for withholding or refusing to discharge such
amounts as are due, and
(ii) reasonable proof that he has so informed such Nominated
Supplier,
the Architect shall issue a certificate to that effect and thereupon the
Employer may himself pay such amounts to any Nominated Supplier
concerned and deduct the same from any sums due or to become due
to the Main Contractor.
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(f) Neither the existence nor the exercisa of the foregoing powers nor
anything else contained in these Conditions shall render the Employer in
any way liable to any Nominated Supplier.
29 The Main Contractor shall permit the execution of work not forming part of this Artists and
TradesmenContract by artists, tradesmen or others engaged by the Employer. Every such
person shall for the purposes of clause 18 of these Conditions be deemed to be a
person for whom the Employer is responsible and not to be a sub-contractor.
30 (1) At the Period of Interim Certificates named in the appendix to these Conditions Certificates and
Paymentsthe Architect shall issue a certificate stating the amount due to the Main Contractor
from the Employer, and the Main Contractor shall, on presenting any such
certificate to the Employer, be entitled. to payment therefor within the Period for
Honouring Certificates named in the appendix to these Conditions. Interim
valuations shall be made whenever the Architect considers them to be necessary
for the purpose of ascertaining the amount to be stated as due in an Interim
Certificate.
(2) The amount stated as due in an Interim Certificate shall, subject to any agree-
ment between the parties as to stage payments, be the estimated value of the work
properly executed and of the materials and goods delivered to or adjacent to the
Works for use thereon up to and including a date not more than seven days before
the date of the said certificate less any amount which may be retained by the
Employer (as provided in sub-clause 30(3) of this Condition) and less any instal-
ments previously paid under this Condition. Provided that such certificate shall
only include the value of the said materials and goads as and from such time as
they are reasonably, properly and not prematurely brought to or placed adjacent
to the Works and then only if adequately protected against weather or other
casualties.
*(2) (A) The amount stated as due in an Interim Certificate may in the discretion
of the Architect include the value of any materials or goods before delivery thereof
to or adjacent to the Works provided that:-
(a) Such materials or goods are intended for inclusion in the Worl:s
(b) Such materials or goods are in accordance with this Contract
(c) The Main Contractor furnishes to the Architect reasonable proof that the
premises where the materials or goods have been assembled or stored are
owned or leased by the Main Contractor
(d) Such materials or goods have been and are set apart at the premises
where they have been assembled or stored, and have been clearly and
visibly marked, individually or in sets, so as to indentlfv:
(i) the person to whose order they are held, and
(ii) their destination as being the Works
(e) The Main Contractor furnishes to the Architect evidence that such
materials or goods are insured aainstf the perils set out in clause 20 [A]
or [B], as applicable, of these Conditions
(f) The Main Contractor furnishes to the Architect reasonable proof that the
property in such materials or goods is in the Main Contractor and that
the conditions set out in paragraphs (a) to (e) of this sub-clause have
been complied with.
(3) The Employer may retain t:he percentage of the total value of the work, materials
and goods referred to in sub-clauses (2) and (2) (A) of this Condition which is named
in the appendix to these Conditions as Percentage of Certified Value Retained.
Footnote: This sub-clause shall be deemedto be part of the Contract only if specifically so
stated in the Contract Bills.
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Provided always that when the sunl Of the a1110MILS so retained equals the amount
named in the said appendix as Limit of Retention Fund or that amount as reduced in
pursuance of clause 16 (f) and/or clause 27 (e) of these Conditions, as the case
may be, no further amounts shall be retained by virtue of this sub-clause. The
amount of retention under any sub-contract with a Nominated Sub-Contractor
shall be determined by the Architect, but if no Percentage or Limit of sub-contract
retention has been determined the Percentage shall be the same as the Percentage
in the main contract and the Limit shall bear the same proportion to the Sub-
Contract Sum as the Limit under the main contract bears to the Main Contract
Sum excluding all amounts included therein in respect of Nominated Sub-Contract
works.
(4) The amount retained by virtue of sub-clause (3) of this Condition shall be
subject to the following rules:-
(a) The Employer's interest in any amounts so retained shall be fiduciary as
trustee for the Main Contractor (but without obligation to invest), and
the Main Contractor's beneficial interest therein shall be subject only to
the right of the Employer to have recourse thereto from time to time for
payment of any amount which lie is entitled under the provisions of this
Contract to deduct from any sum due or to become due to the Main
Contractor.
(b) On the issue of the Certificate of Practical Completion the Architect shall
issue a certificate for one moiety of the total amounts then so retained and
the Main Contractor shall, on presenting any such certificate to the
Employer, be entitled to payment of the said moiety within the Period
for Honouring Certificates named in the appendix to these Conditions.
(c) On the expiration of the Defects Liability Period named in the appendix
to these Conditions, or on the issue of the Certificate of Completion of
Making Good Defects, whichever is the later, the Architect shall issue a
certificate for the residue of the amounts then so retained and the Main
Contractor shall, on presenting any such certificate to the Employer, be
entitled to payment of the said residue widiin the Period for Honouring
Certificates named in the appendix to these Conditions.
(5) (a) The measurement and valuation of the Works shall be completed within
the Period of Final Measurement and Valuation stated in the appendix to these
Conditions, and the Main Contractor shall be supplied with a copy of the priced
Bills of Variation not later than the end of the said Period and before the issue
of the Final Certificate under sub-clause (6) of this Condition.
(b) Either before or within a reasonable time after Practical Completion of
the Works the Main Contractor shall send to the Architect all documents necessary
for the purposes of the computations required by these Conditions including all
documents relating to the accounts of Nominated Sub-Contractors and Nominated
Sucoliers.
(c) In the settlement of accounts the amounts paid or payable under the
appropriate contracts by the Main Contractor to Nominated Sub-Contractors or
Nominated Suppliers, the amount paid or payable by virtue of clause 4(2) of these
Conditions in respect of fees or charges for which a provisional sum is included in
the Contract Bills, the amounts paid or payable in respect of any insurances main-
tained in compliance with clause 19(2) of these Conditions, the tender sum (or
such other sum as is appropriate in accordance with the terms of the tender) for
any work for which a tender made under clause 27 (g) of these Conditions is
accepted and the value of any work executed by the Main Contractor for which a
provisional sum is included in the Contract Bills shall be set against the relevant
prime cost or provisional sum mentioned in the Contract Bills or arising under
Architect's instructions issued under clause 11(3) of these Conditions as the case
may be, and the balance, after allowing in all cases pro rata for the Main Con-
tractor's profit at the rates shown in the Contract Bills, shall be added to or
deducted fronn the Contract Sum. Provided that no deduction shall be made
in respect of any damages paid or allowed to the Main Contractor by
any Nominated Sub-Contractor or Nominated Supplier.
140
(6) So soon as is practicable but before the expiration of three months from the end
of the Defects Liability Period stated in the appendix to these Conditions or from.
completion of making good defects under clause 15 of these Conditions or from
receipt by the Architect of the documents referred to in paragraph (b) of sub-clause
(5) of this Condition, whichever is the latest, the Architect shall issue the Final
Certificate. The Final Certificate shall state:-
(a) The sum of all amounts previously certified, and
(b) The Ccntract Sum adjusted as necessary in accordance with the terms
of these Conditions,
and the difference (if any) between the two sums shall be expressed in the said
certificate as a balance due to the Main Contractor from the Employer or to the
Employer from the Main Contractor as the case may be. Subject to any deductions
authorised by these Conditions, the said balance as from the- fourteenth day after
presentation of the Final Certificate by the Main Contractor to the Employer shall
be a debt payable by the Employer to the Main Contractor or as the case may be
as from the fourteenth day after issue of the Final Certificate shall be a debt
payable by the. Main Contractor to the Employer.
(7) Unless a, written request to concur in the appointment of an arbitrator shall have
been given under clause 35 of these Conditions by either party before the Final
Certificate has been issued or by the Main Contractor within fourteen days after
such issue, the said certificate shall be conclusive evidence in any proceedings
arising out of this Contract (whether by arbitration under. clause 35 of these
Conditions or otherwise) that the Works have been properly carried out and com-
pleted in accordance with the ternis of this Contract and that any necessary effect
has been given to all the terms of this Contract which require an adjustment to
be made to the Contract Sum, except and in so far as any sum mentioned in the
-said certificate is erroneous by reason of:
(a) Fraud, dishonesty of fraudulent concealment relating to the Works, or
any part thereof, or to any matter dealt with in the said certificate or
(b) Any defect (including any omission) in the Works, or any part thereof
which reasonable inspection or examination at any reasonable time during
the carrying out of the Works or before the issue of the said certificate
would not have disclosed or
(c) Any accidental inclusion or exclusion of any work, materials, goods or
figure in any computation or any arithmetical error in any computation.
(8) Save as aforesaid no certificate of the Architect shall of itself be conclusive
evidence that any works, materials or goods to which it relates are in accordance
with this Contract.
31 The Main Contractor shall obtain the guarantee of an Insurance Company or Bank Surety Bow.
to be jointly and severally bound with the Main Contractor to the Employer in a
sum as stated in the appendix to these Conditions for the due, performance of this
Contract under the terms of a Bond the said Insurance Company or Bank and
the terms of the said Bond shall be to the approval of the Employer and the cost
of obtaining the Bond shall be borne by the Main Contractor.
Provided always, that when the Certificate of Practical Completion, as clause 15
of these Conditions, shall have been issued, the said Insurance Company or Bank
shall be released from the Bond.
Provided further, that should Practical Completion of sections of the Works be
deemed to have occurred in accordance with clause 16 (b) of these Conditions
then 'at the Architect's discretion the amount of the Bond may be reduced by a
sum to be determined by the Architect.
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*32 (1) If during the currency of this Contract there shall he an outbreak of hostilitiesHostilities
(whether war is declared or not) in which Hong Kong shall be involved on a
scale involving the general mobilisation of the armed forces of the Crown in Hong
Kong, then either the Employer or the Main Contractor may at any time by notice
by registered post or recorded delivery to the other, forthwith determine the
employment of the Main Contractor under this Contract:
Provided that such a notice shall not be given
(a) Before the expiration of twenty-eight days from the date on which the
order is given for general mobilisation as aforesaid, or
(b) After Practical Completion of the Works unless the Works or any part
thereof shall have sustained war damage as defined in clause 33(4) of
these Conditions.
(2) The Architect may within fourteen days after a notice under this Condition shall
have been given or received by the Employer issue instructions to the Main Con-
tractor requiring the execution of such protective work as shall be specified therein
and/or the continuation of the Works up to points of stoppage to be specified
therein, and the Main Contractor shall comply with such instructions as if the
notice of determination had not been given.
Provided that if the Main Contractor shall for reasons beyond his control be
prevented from completing the work to which the said instructions relate within
three months from the date on which the instructions were issued, he may abandon
such work.
(3) Upon the expiration of fourteen days from the date on which a notice of deter-
mination shall have been given or received by the Employer under this Condition
or where works are required by the Architect under the preceding sub-clause upon
completion or abandonment as the case may be of any such works, the provisions
of sub-clause (2) (except sub-paragraph (vi) of paragraph (b)) of clause 26
of these Conditions shall apply, and the Main Contractor shall also be paid by
the Employer the value of any work executed pursuant to instructions given under
sub-clause (2) of this Condition, the value being ascertained in accordance with
clause 11(4) of these Conditions as if such work were a variation required by
the Architect.
War Damage 33 (1) In the event of the Works or any part thereof or any unfixed materials or goods
intended for, delivered tQ and placed on or adjacent to the `Yorks sustaining war
damage then notwithstanding anything expressed or implied elsewhere in this
Contract:
(a) The occurrence of such war damage shall be disregarded in computing
any amounts payable to the Main Contractor under or by virtue of this
Contract.
(b) The Architect may issue instructions requiring the Main Contractor to
remove and/or dispose of any debris and/or damaged work and/or, to
execute such protective work as shall be specified.
c) The Main Contractor shall reinstate or make good such war damage and
shall proceed with the carrying out and completion of the Works, and
the Architect shall grant to the Main Contractor a fair and reasonable
extension of time for completion of the Works.
(d) The removal and disposal of debris or damaged work, the execution of
protective works and the reinstatement and making good of such war
damage shall be deemed to be a variation required by the Architect.
'Footnote: The parties hereto in the event of the outbreak of hostilities mayat any time
by agreement between them make such further or other arrangements as they may think fit
to meet the circumstances.
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(2) If at any time after the occurrence of war damage.as aforesaid either party serves
notice of determination under clause 32 of these Conditions, the expression `pro-
tective work' as used in the said clause shall in such case be deemed to include
any matters in respect of which the Architect can issue instructions under paragraph
(b) of sub-clause (1) of this Condition and any instructions issued under the
said paragraph prior to the date on which notice of determination is given or
received by the Employer and which shall not then have been completely complied
with shall be deemed to have been under clause 32(2) of these Conditions.
(3) The Employer shall be entitled to any compensation which may at any time
become payable out of monies provided by Government in respect of war damage
sustained by the Works or any part thereof or any unfixed materials or goods
intended for the Works which shall at any time have become the property of
the Employer.
(4) The expression `war damage' as used in this Condition means war damage as
defined by section 2 of the War Damage Act, 1943, or any amendment thereof.
34 (1) Subject to the regulations set out in the Antiquities Ordinance all fossils, Antiquities
antiquities and other objects of interest or value which may be found on the site or
in excavating the same during the progress of the `Yorks shall become the property
of the Employer, and' upon discovery of such an object the Main Contractor shall
forthwith:
(a) Use his best endeavours not to disturb the object and shall cease work
if and insofar as the continuance of work would endanger the object or
prevent or impede its excavation or its removal
(b) Take all steps which may be necessary to preserve the object in the exact
position and condition in which it was found and
(c) Inform the Architect or the Clerk of Works of the discovery and precise
location of the object.
(2) The Architect shall issue instructions in regard to what is to be done concerning
an object reported by the Main Contractor under the preceding sub-clause, and
(without prejudice to the generality of this power) such instructions may require
the Main Contractor to permit the examination, excavation or• removal of the
object by a third party. Any such third party shall for the purposes of clause 18
of these Conditions be deemed to be a person for whomthe Employer is responsible
and not to be a sub-contractor.
(3) If in the opinion of the Architect compliance with the provisions of sub-clause
(1) of this Condition or with an instruction issued under sub-clause (2) of this
Condition has involved the Main Contractor in direct loss and/or expense for
which he would not be reimbursed by a payment made under any other provision
in this Contract then the Architect shall either himself ascertain or shall instruct
the Quantity Surveyor to ascertain the amount of such loss and/or expense. Any
amount from time to time so ascertained shall be added to the Contract Sum, and
if an Interim Certificate is issued after the date of ascertainment any such amount
shall be added to the amount which would' otherwise be stated as due in such a
Certificate.
35 (1) Provided always that in case any dispute or difference shall arise between the Arbitration
Employer or the Architect on his behalf and the Main Contractor, either during
the progress or after the completion or abandonment of the Works, as to the
construction of this Contract or as to any matter or thing of whatsoever nature
arising thereunder or in connection therewith (including any matter or thing left
by this Contract to the discretion of the Architect or the withholding by the
Architect of any certificate to which the Main Contractor may claim to be entitled
or the measurement and valuation mentioned in clause 30(5)(a) of these Conditions
or the rights and liabilities of the parties under clauses 25, 26, 32 ,or 33 of these
Conditions), then such dispute or difference shall be and is hereby referred to
the arbitration and final decision of a person to be agreed between the parties,
or, failing agreement. within fourteen days after either party has given to the other
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a written request to concur in the appointment of an Arbitrator, a person to be
appointed on the request of either* party by the President or Vice-President for
the time being of The Hong Kong Institute of Architects co-jointly with the
Chairman or Vice-Chairman for the time being of the Royal Institution of
Chartered Surveyors (Hong Kong Branch).
(2) Such reference, except on article 3 or article 4 of the Articles of Agreement, or
on the questions whether or not the issue of an instruction is empowered by these
Conditions, whether or not a certificate has been improperly withheld or is not in
accordance with these Conditions, or on any dispute or difference under clauses
32 and 33 of these Conditions, shall not be opened until after Practical Com-
pletion or alleged Practical Completion of the Works or termination or alleged
termination of the Main Contractor's employment under this Contract, or abandon-
ment of the Works, unless with the written consent of the Employer or the
Architect on his behalf and the Main Contractor.
(3) Subject to the provisions of clauses 2(2) and 30(7) of these Conditions the
Arbitrator shall, without prejudice to the generality of his powers, have power to
direct such measurements and/or valuations as may in his opinion be desirable
in order to determine the rights of the parties and to ascertain and award any sum
which ought to have been the subject of or included in any certificate and to open
up, review and revise any certificate, opinion, decision, requirement or notice and
to determine all matters in dispute which shall be submitted to him in the same
manner as if no such certificate, opinion, decision, requirement or notice had
been given.
(4) The award of such Arbitrator shall be final and binding on the parties.
(5) `Whatever the nationality, residence or domicile of the Employer, the Main
Contractor,. any sub-contractor or supplier or the Arbitrator, and wherever the
Works, or. any part thereof, are situated, the law of Hong Kong shall be the
proper law of this Contract and in. particular (but not so as to derogate from the
generality of the foregoing) the provisions of Chapter 341 of the Revised Edition
1964 of the Laws of Hong Kong shall apply to any arbitration under this Contract
wherever 'the same, or any part of it, shall be conducted.
*36 (1) For the purpose of this clause the prices contained in the Contract Bills shall beictuation
deemed to have been based upon the rates of wages contained in the Index ofWage Rates
Wage Rates for the Building Industry (hereinafter called `the Wage Index')
published by the Census and Statistics Department of the Government of Hong
Kong, for such trades as may be applicable to the Works for the month in which
the day fixed by the Employer for receiving the tender falls.
(2) The `Average Wage Index' referred to in this clause shall be based upon
the Wage Index published each month by the Census and Statistics Department,











8 to give `Average Wage Index'
*Footnote: Where the parties do not wish the proper law of the contract to be the law of
Hong Kong appropriate amendmentsto this sub-clause should be made.v v r r- r
''Footnote: This clause shall be deemedto be part of the Contract only if specifically so
stated in the. ContractBills.
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(3) The `Labour Content' referred to in this clause shall be the percentage named
in the appendix to these Conditions as Labour Content.
(4) If at any time after the Date for Possession referred to in clause 21 of these
Conditions and before the expiration of the Defects Liability Period referred to
in clause 15 of these Conditions a Wane Index shall be published which produces
an Average Wage Index which differs from the corresponding Average Wage
Index for the month in which the day fixed by the Employer for receiving the
tender falls, then such difference shall be dealt with as follows:
(a) If the increase or decrease in the Average Wage Index figures herein-
before referred to shall not exceed ten per cent then no variation of the
Contract Sum shall be made
(b) If the increase or decrease in the Average Wage Index figures herein-
before referred to shall exceed ten per cent then the Employer shall pay
to the Main Contractor or the Main Contractor shall allow, as the case
may be, the amount, calculated as hereinafter described, by which the
increase or decrease shall exceed ten per cent.
(5) At monthly intervals, commencing from the Date for Possession, the Architect
shall review the Wage Index and calculate, as a percentage, any increase or
decrease in the Average Wage Index figure f-om the Average Wage Index as at
the date of receiving the tender. The amount by which this percentage exceeds
ten per cent shall be applied to the Labour Content of the gross value of work
executed during the month, as included in the Architect's Certificate issued in
accordance with clause 30 of these Conditions, after deduction of all amounts
included in respect of:
(a) Nominated Suppliers and Main Contractor's profit thereon
(b) Nominated Sub-Contractors and Main Contractor's profit thereon
(c) Payments to third parties expended against Provisional Sums
Unfixed materials(d)
Preliminaries(e)
(f) Any variation valued other than in accordance with sub-clause (1) of
this Condition,
and the sum of money thus calculated shall be added to or deducted from the
Contract Sum.
(6) Any amount which from time to time becomes payable to or allowable by
the Main Contractor by virtue of this Condition shall be added to or subtracted
from the amount which would otherwise be stated as due in the next Interim
Certificate.
(7) Provided also that no addition to or deduction from the Contract Sum made by
virtue of this clause shall alter in any way the amount of profit or overheads of




Defects Liability Period [if none 15, 16 and 30.
other stated is six months
from the day named in the
Certificate of Practical Com-
pletion of the Works].
Date for Possession. 21
Date for Completion. 21
Liquidated and Ascertained 22 at the rate of HK$ per day
Damages.
Period of delay: 26(1) (c)
(a) by reason of sub-paragraphs
(i), (ii) or (iii) [if none
stated is three months].
(b) by reason of sub-paragraphs
(iv), (v), (vi) or (vii) [if
none stated is one month].
Prime cost sums for which the 27 (g)
Main Contractor desires to
tender.
30(l)Period of Interim Certificates [if
none stated is one month].
Period for Honouring Certificates 30(1).
[if none stated is fourteen days
from presentation].
30 (3)Percentage of Certified Value
Retained.*
plus the Retention Fund held30(3) HK$..Limit of Retention Fund.
in respect of Nominated Sub-Contractors
30 (5)....Period of Final Measurement
and Valuation [if none stated
is six months from the day
named in the Certificate of
Practical Completion of the
Works].
HK$31.r Amount of Surety Bond.
36(3)Percentage Labour Content [if
none stated is twenty-five per
cent].
'Footnote: The percentage inserted should not normally exceed 10 per cent.
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FOR USE WHERE THE SUB- CONTRACTOR IS NOMINATED UNDER Stuns,)
OrdinaneTHE STANDARD FORM OF BUILDING CONTRACT FOR HONGKONG
19 6 8 Edition
This Sub-Contract is made the day of 19
BETWEEN
of or whose registered office is situate at
(hereinafter called `the Main Contractor') of the one part and
of or whose registered office is situate at
(hereinafter called `the Sub-Contractor') of the other part
SUPPLEMENTALto an Agreement (hereinafter referred to as `the Main Contract') made the
day of 19
between
(hereinafter called `the Employer') of the one part and the Main Contractor of the other part
WHEREASthe Main Contractor desires to have executed the Works of which particularsare set out in Part I of the Appendix to this Sub-Contract (hereinafter referred to as `the
Sub-Contract Works') and which form part of the Works (hereinafter referred to as `the
Main Contract Works') comprised in and to be executed in accordance with the Main
Contract, and any authorised variations of the Sub-Contract Works
AND WHEREASthe Sub-Contractor has had reasonable opportunity of inspecting the Main
Contract or a copy thereof except the detailed prices of the Main Contractor included in
schedules and bills of quantities
Now it is hereby Agreed and Declared as follows:
Notice of the1 The Sub-Contractor shall be deemed to have notice of all the provisions of the Main
Main ContractContract except the detailed prices of the Main Contractor included in schedules and
to the Sub
bills of quantities. Contractor.
2 The Sub-Contractor shall execute and complete the Sub-Contract Works subject to and Execution
the Sub-in accordance with this Sub-Contract in all respects to the reasonable satisfaction of
Contractthe Main Contractor and of the Architect for the time being under the Main Contract Works(hereinafter called `the Architect') and in conformity with all the reasonable directions
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and requirements of the Main Contractor including all reasonable rules of the Main
Contractor (so far as they may apply) for the time being regulating the due carrying
out of the Main Contract Works.
Sub-Contrac- 3 The Sub-Contractor shall:
tor's liability
under incor-
porated (a) observe, perform and comply with all the provisions of the Main Contract on theprovisions
of the Main part of the Main Contractor to be observed, performed and complied with so
Contract. far as they relate and apply to the Sub-Contract Works (or any portion of the
same) and are not repugnant to or inconsistent with the express provisions of this
Sub-Contract as if all the same were severally set out herein and
(b) indemnify and save harmless the Main Contractor against and from:-
(i) any breach, non-observance or non-performance by the Sub-Contractor,
his servants or agents of the said provisions of the rvTain Contract or any
of them and
(ii) any act or omission of the Sub-Contractor, his servants or agents which
involves the Main Contractor in any liability to the Employer under the
Main Contract and
(iii) any claim, damage, loss or expense due to or resulting from any negligence
or breach of duty on the part of the Sub-Contractor, his servants or agents
(including any wrongful use by him or them of the scaffolding referred
to in clause 18 of this Sub-Contract or other property belonging to or
provided by the Main Contractor) and
(iv) any loss or damage resulting from any claim under any statute in force for
the time being by an employee of the Sub-Contractor in respect of personal
injury arising out of or in the course of his employment.
PROVIDEDthat nothing in this Sub-Contract contained shall impose any liability on the
Sub-Contractor in respect of any negligence or breach of duty on the part of the
Employer, the Main Contractor, his other sub-contractors or their respective servants
or agents nor create any privity of contract between the Sub-Contractor and the
Employer or any other sub-contractor.
Insurance 4 The Main Contractor and Sub-Contractor respectively shall, so far as is reasonably
against injury practicable, effect and keep in force during all material times policies of insurance with
to persons such insurance company or other insurers and of such an amount as shall be approved
and property. by the other against their respective liabilities under any statute in force for the time
being in respect of injuries to persons and at CommonLaw in respect of injuries to
persons or property arising out of and in the course of the execution of the Main Contract
Works and the Sub-Contract Works and/or arising out of and in the course of the
employment of any workmen employed by them respectively or caused thereby or due
thereto respectively subject as regards loss or damage by fire, lightning, typhoon,
flood, earthquake, aircraft or aerial devices or articles dropped therefrom and riot to
the provisions of clause 5 of this Sub-Contract.
Damage by (a) The Sub-Contract Works (including materials and goods of the Sub-Contractor5.Fire. properly on the site for use in the Sub-Contract Works) shall as regards loss or
damage by fire (whether such fire he caused by the negligence of the Sub-Contractor
or those for whose actions the Sub-Contractor is responsible or otherwise),
lightning, typhoon, flood, earthquake, aircraft or aerial devices or articles dropped
therefrom and riot be at the sole risk of the Main Contractor.
(b) In the event of any loss or damage by fire, lightning, typhoon, flood, earthquake,
aircraft or aerial devices or articles dropped therefrom and riot being caused
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to the Sub-Contract Works (including any of the materials and goods of the
Sub-Contractor properly on the site for use in the Sub-Contract Works) the
Main Contractor to the extent of such loss or damage shall pay to the
Sub-Contractor the full value of the same, such value to be calculated in accordance
with clause 10 hereof.
(c) The i'Iain Contractor shall for the benefit of himself and the Sub-Contractor
at all material times insure for the full value thereof the Sub-Contract Works
(including materials and goods of the Sub-Contractor properly on the site for
use in the Sub-Contract `Yorks) and keep them or have them kept insured against
loss or damage by fire, lightning, typhoon, flood, earthquake, aircraft or aerial
devices or articles dropped therefrom and riot.
(d) The Sub-Contractor shall observe and comply with the conditions contained in
the policy or policies of insurance of the plain Contractor against loss or damage
by 10e, lightning, typhoon, flood, earthquake, aircraft or aerial devices or articles
dropped therefrom and riot.
6 The Main Contractor and the Sub-Contractor shall each respectively at all reasonable Policies of
Insurance.times at the request of the other produce for his inspection the policy or policies of
insurance referred to in clauses 4 and 5 of this Sub-Contract and the receipts for the
premiums paid.
PROVIDEDalways that the production by either the Hain Contractor or the Sub-Contractor,
as the case may be, of a current certificate of insurance from the company or
firm which shall have issued the policy or policies as aforesaid, shall he a good discharge
of the Main Contractor's or the Sub-Contractor's obligation to produce the policy or
policies and the receipts in respect of premiums paid.
7 (1) In the event of the Main Contractor issuing in writing to the Sub-Contractor a Variations, etc.
copy of any instructions of the Architect (whether written or, if oral, subsequently
confirmed in writing either by the Architect or the Main Contractor and, in the latter
case, not dissented from by the Architect within seven days) in relation to the Sub-
Contract Works (whether in regard to variations or in regard to any other matter in
respect of which the Architect is expressly empowered by the conditions of the Main
Contract to issue instructions), then the Sub-Contractor shall forthwith comply with
and carry out the same in all respects accordingly. Save as aforesaid no variation of
the Sub-Contract Works shall be made or allowed by the Sub-Contractor.
The expression `variation' shall have, the same meaning assigned to it as in the Main
Contract.
(2) Upon receipt of what purports to be an instruction of the Architect issued in writing
by the ?Main Contractor to the Sub-Contractor, the Sub-Contractor may require the
Main Contractor to request the Architect to specify in writing the provision of the
Main Contract which empowers the issue of the said instruction. The Main Contractor
shall forthwith comply with any such requirement and deliver to the Sub-Contractor
a copy of the Architect's answer to the Main Contractor's request. If the Sub-Contractor
shall thereafter comply with the said instruction, then the issue of the same' shall be
deemed for all purposes of this Sub-Contract to have been empowered by the provision
of the Main Contract specified by the Architect in answer to the :Main Contractor's
request.
PROVIDED always that if before such compliance the Sub-Contractor shall have made a
written request to the Main Contractor to request the Employer to concur in the
appointment of an arbitrator under the 'Main Contract in order that it may' he decided
whether the provision specified by'the Architect empowersthe issue of the said instruction
then, subject to the Sub-Contractor giving the iIain Contractor such indemnity and
security as the Main Contractor may reasonably require, the Main Contractor shall
allow the Sub-Contractor to use the Main Contractor's name and if necessary will
join with the Sub-Contractor in arbitration proceedings by the Sub-Contractor to
decide the matter as aforesaid.
8 (a) The Sub-Contractor shall commence the Sub-Lontrict Works within an agreed Completion.
time or, if none is agreed, then within a reasonable time after the receipt by
him of-an order in writing under this Sub-Contract from the Main Contractor
to that effect and shall proceed with the same with due expedition.
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The Sub-Contractor shall complete the Sub-Contract Works and each section
thereof within the period specified in Part I I of the Appendix to this Sub-Contract
or within such extended period or periods as may be granted pursuant to the
provisions hereinafter contained.
If the Sub-Contractor fails to complete the Sub-Contract Works or any section
thereof within the period specified or any extended period or periods as hereinafter
provided, he shall pay or allow to the Main Contractor a sum equivalent to any
loss or damage suffered or incurred by the Main Contractor and caused by the
failure of the Sub-Contractor as aforesaid. The Main Contractor shall at the
earliest opportunity give reasonable notice to the Sub-Contractor that loss or
damage as aforesaid is being or has been suffered or incurred.
PROVIDED that the Main Contractor shall not be entitled to claim any loss or
damage under this clause unless the Architect shall have issued to the Main
Contractor (with a duplicate copy to the Sub-Contractor) a certificate in writing
stating that in his opinion the Sub-Contract Works or the relevant section thereof
ought reasonably to have been completed within the specified period or within
any extended period or periods as the case may be.
(b) Upon it becoming reasonably apparent that the progress of the Sub-Contract
Works is delayed, the Sub-Contractor shall forthwith give written notice of the
cause of the delay in the progress or completion of the Sub-Contract Works
or any section thereof to the Main Contractor, who shall inform the Architect
thereof and of any representations made to him by the Sub-Contractor as to
such cause as aforesaid.
If on receipt of such information and representations as aforesaid the Architect
is of the opinion that the completion of the Sub-Contract `'Forks is likely to
be or has been delayed beyond the period or periods stated in Part II of the
Appendix hereto or beyond any extended periods previously fixed under this
clause,
(i) By reason of any of the matters specified in clause 7 (1) of this Sub-Contract
or by any act or omission of the Main Contractor, his sub-contractors
his or their respective servants or agents or
(ii) For any reason (except delay on the part of the Sub-Contractor) for which
the Main Contractor could obtain an extension of time for completion
under the Main Contract
then the Main Contractor shall, but not without the written consent of the
Architect, grant a fair and reasonable extension of the said period or periods
for completion of the Sub-Contract Works or each section thereof (as the case
may require) and such extended period or periods shall be the period or periods
for completion of the same respectively and this clause shall be read and construed
accordingly.
PROVIDED always that if the Sub-Contractor shall feel aggrieved by a failure of
the Architect to give his written consent to the Main Contractor granting an
extension of the said period or periods for completion of the Sub-Contract Works,
then, subject to the Sub-Contractor giving to the Main Contractor such indemnity
and security as the Main Contractor may reasonably require, the Main Contractor
shall allow the Sub-Contractor to use the Main Contractor's name and if necessary
will join with the Sub-Contractor ps plaintiff in any arbitration proceedings by
the Sub-Contractor in respect of the said complaint, of the Sub-Contractor.
(c) If upon written application being made to the Main Contractor by the sub
Contractor, both the Main Contractor and the Architect are of the opinion that
the Sub-Contractor has-been involved in direct loss and/or expense for which
he would not have been reimbursed by a payment made under any other provision
in this Sub-Contract by reason of the regular progress of the Sub-Contract
Works or any part thereof having been materially affected by any of the
circumstances in which the Main Contractor would under the Main Contract
be entitled to recover such direct loss and/or expense as aforesaid, then the Main
Contractor shall request the Architect to ascertain or cause to be ascertained
the amount of such direct loss and/or expense. Any amount from time to time
so ascertained shall be added to the Sub-Contract Sumand if an interim certificate
is issued after the date of ascertainment, the Main Contractor shall request
the Architect to add any such amount to the amount which would otherwise
be stated as due in such certificate.
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9 Defects,(a) All defects, shrinkages or other faults in the Sub-Contract Works which the
ShrinkagsMain Contractor (whether at his own cost or not) shall be liable to make good etc.
under the Main Contract, shall be made good by the Sub-Contractor within
a reasonable time after the receipt by him from the Main Contractor of the
Architect's written instructions or a copy thereof relating to the same.
PROVIDED that where the Main Contractor is liable to make good such defects,.
shrinkages or other faults but not at his own cost, then the Main Contractor
shall secure a similar benefit to the Sub-Contractor and shall account to the
Sub-Contractor for any money actually received by him in respect of the same.
(b) If the Main Contractor (whether by himself or any other sub-contractor) shall
execute any work (whether permanent or temporary) to the plain Contract Works
or to any part of the same required by the Architect or rendered necessary by
reason of defects, shrinkages or other faults in the Sub-Contract `Yorks due to
materials or workmanship not being in accordance with this Sub-Contract
then the Sub-Contractor shall pay to the plain Contractor the cost of the execution
of such work.
PROVIDED that if the Main Contractor shall pay or allow to the Employer the
value of or other agreed sum (not exceeding such cost as aforesaid) in respect
of such work instead and in satisfaction of executing the same, then the Sub-
Contractor shall pay to the Main Contractor such value or other agreed sum as
aforesaid.
(c) If the Sub-Contractor shall execute any work to or in connection with the Sub-
Contract Works (whether permanent or temporary) required by the Architect or
rendered necessary by reason of any defects, shrinkages or other faults in the
Main Contract Works due to materials or workmanship not being in accordance
with the Main Contract then the Main Contractor shall pay to the Sub-Contractor
the cost of the execution of such work.
PROVIDED that if instead of the Sub-Contractor actually executing such work
and in satisfaction of the same the Main Contractor shall pay or allow to the
Employer the value of or other agreed sum (not exceeding such cost as aforesaid)
in respect of such work, then the Main Contractor shall indemnify the Sub-
Contractor against any claim, damage or loss in respect of failure to execute such
work.
10 The price of the Sub-Contract Works (hereinafter referred to as `the Sub-Contract Sub-Contrfc t
Sum-Sum') shall be the sum named in or determined by the provisions of Part I I I of the
Valuation ofAppendix to this Sub-Contract or such other sum as shall become payable by reason Variations.
of any authorised variations, or amounts ascertained under clause 8 (c) hereof. The
value of all authorised variations shall be determined by the Surveyor for the time being
under the Main Contract (or if none the Architect) in accordance with the applicable
provisions (relating to the ascertainment of prices f(-Or authorised variations) laid down
in the Agreement and Schedule of Conditions of Building Contract currently issued
under the sanction of The Hong Kong Society of Architects, The Royal Institution
of Chartered Surveyors (Hong Kong China Branch) and the Society of Builders,
Hong Kong: save that where the Sub-Contractor has with the agreement of the ?Main
Contractor annexed to this Sub-Contract a schedule of prices for measured work and/or
a schedule of daywork prices, such prices shall be allowed to the Sub-Contractor in
determining the value of authorised variations in substitution for any prices which
would otherwise be applicable under this clause.
Main11 (a) The Main Contractor shall subject to and in accordance .with the Main Contract
Contractorfrom time to time make application to the Architect for certificates of payment to applyfor
and for the inclusion therein of the amount which at the date thereof fairly Certifieaicr
represents the total value of the Sub-Contract Works and of any variations of Payinera
authorised and executed, or amounts ascertained under clause 8 (c) hereof and
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of the materials and goods delivered upon the site for use in the Sub-Contract
Works provided that the application shall only include the value of the said
materials and goods as and from such time as they are reasonably, properly
and not prematurely brought upon the site and then only if adequately stored
and/or protected against weather and other casualties.
The Main Contractor shall give the Sub-Contractor fourteen days notice prior
to making application for certificates of payment and the Sub-Contractor shall
within the said fourteen days provide to the 'Main Contractor full details of the
amount which at the date thereof represents the total value of the Sub-Contract
Works as aforesaid for inclusion in such application for certificates of payment,
The Main Contractor shall also embody in or annex to the said application
any representations of the Sub-Contractor in regard to such value.
Interim Pay- (b) Within fourteen days of the receipt by the Main Contractor of payment from the
mentsto the Employer against any certificate from the Architect the Main Contractor shallSub-Contractor.
notify and pay to the Sub-Contractor the total value certified therein in respect
of the Sub-Contract Works and in respect of any authorised variations thereof
and in respect of any amounts ascertained under clause 8 (c) hereof less:-
(i) Retention Money, that is to say the proportion attributable to the Sub-
Contract Works of the amount retained by the Employer in accordance
with the Main Contract and
(ii) The amounts previously paid.
Retention (c) The Retention Money referred to above shall be dealt with in the following
Money.
manner: within fourteen days of receipt by the Main Contractor of payment
from the Employer against any certificate which includes in accordance with the
Main Contract the amount or any part thereof retained by the Employer under
the Main Contract the :Main Contractor shall pay to the Sub-Contractor such
part of the Retention Money as is included in the certificate.
Dispute as (d) If the Sub-Contractor shall feel aggrieved by the amount certified by the
to Certificate. Architect or by his failure to certify, then, subject to the Sub-Contractor giving
to the Main Contractor such indemnity and security as the Main Contractor
shall reasonably require, the Main Contractor shall allow the Sub-Contractor
to use the Main Contractor's name and if necessary will join with the Sub-
Contractor as claimant in any arbitration proceeclings by the Sub-Contractor
in respect of the said matters complained of by the Sub-Contractor.
(e) If the Main Contractor shall fail to make any ayment to the Sub-ContractorRight of Sub-
Contractor to as hereinbefore provided and such failure shall continue for seven days after
suspend the Sub-Contractor shall have given the Main Contractor written notice of the
execution of
same, then the Sub-Contractor may (but without prejudice to any other rightSub-Contract
or remedy) suspend the further execution of the Sub-Contract Works untilWorks.
such payment shall be made and such period of suspension as aforesaid shall
be deemed to be an extension of and be. added to the period or periods for
completion (as the case may be) as provided in Part II of the Appendix to this
Sub-Contract or to any extended period or periods previously authorised under
clause 8 (b) hereof and shall not he deemed a delay for which the Sub-Contractor
is liable under this Sub-Contract.
(f) If after the issue of the last Interim Certificate but before the issue of the FinalSpecial
Interim Certificate in accordance with the Main Contract the Sub-Contractor shall
Payment have completed any work upon the Sub-Contract Works, he may request the
Main Contractor in writing to make application to the Architect for certificates
certifying the value of the work executed upon the Sub-Contract Works, and
the Main Contractor shall make such application.
The provisions of this clause shall apply to such certificates as if they were
certificates of payment expressly provided for in the Main Contract.
(g) If before the issue of a Final Certificate to the 'lain Contractor under the MainFinal Payment
to the Sub- Contract the Architect desires to secure final payment to the Sub-Contractor
Contractor.
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on completion of the Sub-Contract Works and in accordance with and subject
to the provisions of the Main Contract relating to prime cost sums issues a
certificate to the Main Contractor including an amount to cover such final payment,
then the Main Contractor shall within fourteen days of receipt of such final
payment from the Employer pay to the Sub-Contractor the amount so certified
by the Architect as aforesaid: but such payment shall only be r: adeiftheSub-
Contractor indemnifies and secures the Main Contractor to the reasonable
satisfaction of the Main Contractor against all latent defects in the Sub-Contract
Works and if by such final payment the Main Contractor will be discharged
under the Main Contract from all liabilities in respect of the Sub-Contract
Works except for any latent defects.
(h) The Main Contractor's interest in the Retention AIonev, whether it is included
in the amounts retained by the Employer under the Alain Contract and held by
him or whether it is held by the Main Contractor, is fiduciary as trustee for the
Sub-Contractor (without obligation to invest) and if the AI-,lin Contractor attempts
or purports to mortgage or otherwise charge such interest or his interest in the
whole of the amount retained as aforesaid (otherwise than by floating charge
if the Main Contractor is -a limited company), the Hain Contractor shall thereupon
immediately set aside and become a trustee for the Sub-Contractor of a sum
equivalent to the Retention Money and shall pay the same to the Sub-Contractor
on demand provided that upon payment of the same to the Sub-Contractor
the amount due to the Sub-Contractor upon final payment under this Sub-
Contract shall be reduced accordingly by the amount so paid.
Sub-Contrac-12 The Main Contractor will so far as he lawfully can at the request and cost of the
tor's claimtoSub-Contractor obtain for him any rights or benefits of the Main Contract so far as Rights andthe same are applicable to the Sub-Contract Works but not further or otherwise. Benefits under
the Main
Contract.
13 The Main Contractor shall notwithstanding anything in this Sub-Contract he entitled Main
Contractor'sto deduct from or set off against any money clue from hint toy the Siib-C retractor
right to Dedi c(including any Retention Money) any suin or sums which the sub-Co ontractor is liable tion or Set Ofto pay to the Main Contractor under this Sub-Contract.
Right of Access14 The Main Contractor and the Architect and all persons duly authorised by them or
of Maineither of them shall at all reasonable times have access to any work which is being Contractorprepared for or will be utilised in the Sub-Contract Works, unless the Architect shall andArchitect.
certify in writing that the Sub-Contractor has reasonable grounds for refusing such
access.
15 The Sub-Contractor shall not assign this Sub-Contract nor sub-let the Sub-Contract Sub-letting
of Sub-ContractWorks or any portion of the same without the written' ccnsent of both the Alain
Works.Contractor and the Architect provided that the cc,nsent of the Main Contractor shall
not be unreasonably withheld, and that in case of any difference of opinion between
the Main Contractor and the Architect the opinion of the :lrcliitect shall prevail.
PROVIDEDalways, that the provision of labour on a piece-work basis shall not be deemed
to be a sub-letting under this Sub-Contract.
16 Provision of(a) If and so far as it is so provided in the Alain Contract (but not otherwise) the
Water,etc., isMain Contractor shall supply at his own cost all necessary water, lighting,
watching and attendance for the purposes of the Sub-Contract Works. Subject Works.
as aforesaid the Sub-Contractor shall make all nece sary provision in regard
to the said matters and each of them.
(b) Save as otherwise provided in the :Main Contract the Sub-Contractor at his Temporary
«Vorkshop,own expense shall provide and erect all necessary workshops, sheds or other
etc.buildings for his employees and workmen at such places on the site as the 'Min
Contractor shall appoint and the i\Iain Contractor agrees to give all reasonable
facilities to the Sub-Contractor for such erection.
Sub-17 The Sub-Contractor, his employees and workmen in common with all other persons
Contractor'shaving the like right shall for the purposes of the Sub-Contract Works (hut not further
Use ofor otherwise) be entitled to use any scaffolding belonging to or provided by the Main ScaffoldingContractor, while it remains so erected upon the site. of Main
Contracton
PROVIDEDthat such use as aforesaid shall be on the express condition that no warranty or
other liability on the part of the Main Contractor or of his other sub-contractors shall he
created or implied in regard to the fitness, condition or suitability of the said scaffolding.
Sub-Contract
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Main 18 The Main Contractor and the Sub-Contractor respectively their respective servantsContractor and
or agents shall not wrongfully use or interfere with the plant, ways, scaffolding, temporarySub-Contractor
not to make works, appliances, or other property respectively belonging to or. provided by the other
wrongful use of of them or be guilty of any breach or infringement of any Act or Ordinance of Government
or interference
or bye-law, regulation, order or rule made under the same or by any local or other publicwith the
or competent authority provided that nothing herein contained shall prejudice orproperty of the
limit the rights of the Main Contractor or of the Sub-Contractor in the carrying outother.
of their respective statutory duties or contractual duties under this Sub-Contract or
under the Main Contract.
Plant, Tools, 19 The plant, tools, equipment, or other property belonging to or provided by the Sub-etc., of Sub-
Contractor, his servants or agents (other than materials and goods properly on theContractor.
site for use in the Sub-Contract Works) shall, subject to the provisions of clause 5 hereof,
be at the sole risk of the Sub-Contractor, and any loss or damage to the same or caused
by the same shall be the sole liability of the Sub-Contractor who shall indemnify the
Main Contractor against any loss, claim or proceedings in respect thereof. Any insurance
against any such loss or claim shall be the sole concern of the Sub-Contractor.
Determination 20 (a) If the Sub-Contractor shall make default in any of the following respects viz.:
of this Sub-
Contract by the (i) If without reasonable cause he wholly suspends the carrying out of theMain Contractor. Sub-Contract Works before completion thereof
(ii) If he fails to proceed regularly and diligently with the Sub-Contract Works
(iii) If he refuses or persistently neglects after notice in writing from the Main
Contractor to remove defective work or improper material
then, if such default shall continue for ten days after a notice by registered post or
recorded delivery specifying the default has been given to him by the Main
Contractor, the Main Contractor may without prejudice to any other rights or
remedies thereupon by notice by registered post or recorded delivery determine
the employment of the Sub-Contractor under this Sub-Contract provided that
notice in pursuance of this clause shall not be given unreasonably or vexatiously
and shall be void if the Main Contractor is at the time of the notice in breach
of this Sub-Contract or
(b) If the Sub-Contractor commits an act of bankruptcy or makes or enters into any
deed or arrangement or composition with his creditors or being a company enters
into liquidation, whether compulsory or voluntary, except liquidation for purposes
of reconstruction, or suffers or allows any execution, whether legal, or equitable, to
be levied on his property or obtained against him, then the Main Contractor
may without prejudice to any other rights'or remedies by written notice forthwith
determine the employment of the Sub-Contractor under this Sub-Contract.
(c) In case of the employment of the Sub-Contractor under this Sub-Contract being
determined under (a) or (h) of this clause, then the Sub-Contractor shall be
deemed to be in breach of this Sub-Contract and the Main Contractor shall
only be liable for the value of any work actually and properly executed and not
paid for at the date of such determination, such value to be calculated in accordance
with clause 10 of this Sub-Contract, for the value of any unfixed materials and
goods delivered upon the site for use in the Sub-Contract Works the property
in which has passed to the Employer under the terms of the Main Contract and
for no other sum or sums whatsoever and the Main Contractor shall have the
right to recover, or to deduct from or set off against any such amount, the amount
of damage suffered and/or of loss and expense incurred by him by reason of the
determination of the employment of the Sub-Contractor under this Sub-Contract.
Determination 21 If for any reason the Main Contractor's employment under the Main Contract is
of the Main determined (whether by the Main Contractor or by the Employer and whether due to
Contract. any default of the Main Contractor or otherwise,) then the employment of the Sub-
Contractor --Contractor under this -Sub-Contract shall thereupon also determine and the Sub-
Contractor shall be entitled to be paid:-
(i) The value of the Sub-Contract Works completed at the date of such
determination, such value to be calculated according to clause 10 of this
Sub-Contract.
(ii) The value of work begun and executed but not completed at the date of
such determination, such value to be calculated. according to clause 10
of this Sub-Contract.
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(iii) The value of any unfixed materials and goods delivered upon the site for
use in the Sub-Contract Works the property in which has passed to the
Employer under the terms of the Main Contract.
(iv) The cost of materials or goods properly ordered for the Sub-Contract
Works for which the Sub-Contractor shall have paid or of which he is
legally bound to accept delivery. On such payment by the Main
Contractor any materials or goods so paid for shall become the property
of the Main Contractor.
(v) Any reasonable cost of removal from the site of his temporary buildings,
plant, machinery, appliances, goods and materials.
Arbitration.22 In the event of any dispute or difference between the Alain Contractor and the Sub-
Contractor, whether arising during the execution or after the completion or abandonment
of the Sub-Contract works or after the determination of the employment of the Sub-
Contractor under this Sub-Contract (whether by breach or in any other manner), in
regard to any matter or thing of whatsoever nature arising out of this Sub-Contract or
in connection therewith, then either party shall give to the other notice in writing of
such dispute or difference and such dispute or difference shall be and is hereby referred
to the arbitration of such person as the parties hereto may agree to appoint as Arbitrator
or failing such agreement as may be appointed on the request of either party by the
President or Vice-President for the time being of The I long Kong Society of Architects
co- jointly with the Chairman or Vice-Chairman for the time being of the Royal Institu-
tion of Chartered Surveyors (Hong Kong China Branch) and in accordance with
and subject to the provisions of the Arbitration Ordinance No. 22 of 1963 or any statutory
modification thereof for the time being in force, and in either case the Award of such
Arbitrator shall be final and binding on the parties.
PROVIDEDthat such Arbitrator shall not without the written consent of the Architect or
the Main Contractor and in any case of the Sub-Contractor enter on the arbitration
until after the completion or abandonment of the Main Contract Works, except to
arbitrate upon the question whether or not a certificate has been improperly withheld
or is not in accordance with the terms of the Main Contract.
AND PROVIDEDfurther that in any such arbitration as is provided for in this clause any
decision of the Architect which is final and binding on the Main Contractor under the
Main Contract shall also be and be deemed to be final and binding between and upon
the Main Contractor and the Sub-Contractor.
IN WITNESS WHEREOF the parties hereto have hereunto set their hands
the day and year first above written.
Signed l by the above-named Main
Contractor in the presence of
Si fined by the above-named Sub.





Particulars of the Works (being a part of the Works comprised in the
Main Contract) in this Sub-Contract referred to as `the Sub-Contract
Works', viz.:
PART H
Clause 8 Description of work Completion period




Clause 10 Value of the Sub-Contract Works
HK$
PART IV
Clause 11 *Percentage of Certified Value Retained
Limit of Retention Fund HK$
Footnote: The Percentage of Certified Value Retained and the Limit of
Retention Fund should be commensurate with the Percentage
and Limit in the Main Contract.
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This Form is to be returned to







To: The Main Contractor.*
1. We understand that the materials or goods, the subject of this
Tender, are or will be covered by a Prime Cost or Provisional Sum in the
Main Contract entered into, or to be entered into, by the Main Contractor and
that on acceptance of this Tender by the Main Contractor we shall become
a Nominated Supplier, .that is to say a supplier nominated by the Architect.
2. We undertake in accordance with the particulars set out in the
First Schedule hereto and to the satisfaction of the Architect, to supply and
deliver the materials or goods described and priced in the Second Schedule
hereto for the sum of....
(HK$
I This tender is subject to confirmation after the appointment of the Main Contractor.
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3. The quality or quantity of the materials or goods may be altered
and/or any other alteration in specification may be made, provided this is
done by or with the authorisation of the Architect and in agreement with us
in which case we will notify the Main Contractor in writing.
4. The Tender shall be subject to adjustment in respect of any
variations covered by Clause 3 hereof, in which case we will submit any
adjustments in tender price in writing to the Main Contractor.
5. We agree to make good by replacement or otherwise any defects in
the materials or goods supplied by us which appear withint
months from the date of delivery and 'to bear any reasonable expenses incurred
by the Main Contractor under the terms of the Main Contract for the direct
consequences of such defects, provided that
(i) Where the materials or goods have been used or fixed such
defects are not such that examination by the Main Contractor
ought to have revealed them before using or fixing
(ii) Such defects are due solely to defective workmanship or
material in the goods supplied by us and shall not have been
caused by improper storage on the site or by misuse or by any
act or neglect of either of the parties to the Main Contract or
of any person/s for whom they may be responsible.
6. We undertake to commence delivery at such time as the Main
Contractor may require but not less than........... weeks from the date
of the order and to complete delivery within.......... weeks from the
date of commencement of delivery, provided that we shall not be responsible
for delays in delivery arising as a result of force ma j eure, exceptionally
inclement weather, fire, civil commotion, local combination of wrokmen,
strike or lock-out, accidents or other causes beyond our control.
7. Any dispute or difference arising from the terms or conditions of
this tender shall be referred to arbitration.
8. We agree that this tender shall be open for acceptance by the Main
Contractor within ..................weeks from the date given below.




t Where the Architect wishes to specify the period, he should enter it here otherwise to be
filled in by the Nominated Supplier.
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FIRST SCHEDULE
(Information from the Main Contract regarding the following matters to be furnished
by the Architect or Quantity Surveyor.)
1. Location of site.
2. Access to site,
3. Special requirements of delivery.
4. Terms of payment and cash discount.
5. Returnable packings.
SECOND SCHEDULE
(To be completed by the Nominated Supplier on separate sheet if necessary.)
Description, quantity and prices of materials or goods including guarantee
period (if any) referred to in Clause 5, if not specified by the Architect.
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BY (name of supplier)
FOR (materials to be supplied)
AT (Place)
FOR
This Form is issued under the sanction of
the Hong Kong Institute of Architects, the
Royal Institution of Chartered Surveyors
(Hong Kong China Branch) and the
Society of Builders, Hong Kong for use.in
conjunction with the Standard Form of




THE CHINESE UNIVERSITY OF HONG KONG 香 港 中 文 大 學
TELEGRAM• SINOVERSITYSHATIN·NT·HONG KONG·TEL. 0-6352111 香 港 新 界 沙 田 · 電 話 : ○ · 六 三 五 二 一 壹 一TELEX• 50301 CUHK HX
TEL. 0-635278工 商 管 理 學 院 碩 士 課 程 部
MBA Division
Faculty of Business Administration




Re: Research Project Survey on Construction
Project Cost Control
We are two final year students of the Master of Business
Administration (MBA) Programme of the Chinese University of
Hong Kong. We are at present working on our business research
report entitled A Study of Project Cost Control Systems in
the Hong Kong Construction Contracting Business. The ob-
jective of this study is to seek an efficient means of con-
trolling cost overruns with reference to the local contracting
business environment.
We have learned that your company is one of the leading or-
ganizations in the Hong Kong construction industry. Your sup-
port of our research project will be invaluable. In order to
concentrate our attention to more specific and Cost-
significant areas of cost controlling, we would like to seed:
your advice in distinguishing specific items which are vul-
nerable against cost overruns.
/...Enclosed
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THE CHINESE UNIVERSITY OF HONG KONG 香 港 中 文 大 學
TELEGRAM• SINOVERSITYHATIN·NT• HONG KONG·TEL. 0-6352111 香 港 新 界 沙 田 · 電 話 ： ○ · 六 三 五 二 一 壹 一
TELEX• 50301 CUHK HX
TEL. 0-6352783工 商 管 理 學 院 碩 士 課 程 部
MBA Division
Faculty of Business Administration
學 生 專 題 研 究 用 箋
Student Research Proiects
Enclosed is a 4-page questionaire with a self-addressed stamp-
ed envelope. Please complete it and return to us at your
earliest convenience. All information collected will be used
for academic analysis only and will be processed in confi-
dence. You need not indicate your company name on the ques-
tionaire.
We wish to express our gratitude in advance for your kind
assistance. The final report will be available for reference
in the Main Library and MBA Programme office of The Chinese
University of Hong Kong after July 1986.






This questionnaire int!nds to investigate the relative signifi-
cance of various factors which may lead to an overall project
cost overrun. Each factor is associated with two relevant
questions- one on the factor's cost significance in the pro-
ject the other one regarding the likelihood of a cost overrun
in that particular factor.
Please circle your choice as appropriate.
Cost significance Probability of
of the factor a cost overrun
Factors which are: low high low nigh
A. Client's Responsibility
1 Late handover of site 1 2 3 1 2 3
2 Delay in paying of
1 2 3 1 2 3interim payment
3 Delay in settling
final account 1 2 3 1 2
B. Architect/Engineer's Responsibility
1 Inadequate technical
1 2 31 2 3information provided
2 Inadequate design
leading to variations/
1 2 31 2 3extra works
3 inadequate material
1 2 31 2 3specification provided
C. Quantity Surveyor's Responsibility
1 Inadequate quantity
measured in the Bills
1 2 31 2 3of Quantities
2 Under-valuation in
1 2 31 2 3interim valuations
3 Delay in finalising
Bills of Variations
and preparation of




of the factor a cost overr
highhigh lowlowFactors which are:
D. Contractor's own fault




1 2 3 1 2 4contract overheads.
3 Delay by domestic
321321suppliers.
4 Delay by domestic
321321sub-contractors.
5 Damage of work by
321321sub-contractors.
6 Rising cost of la-
321321bour.
7 Rising cost of ma-
321321terial.









13 Expenses related to
213Z1kickbacks, etc.








Cost significance Probability Of
of the factor a cost overrun
lowhigI highlowFactors which are:
E. Nominated sub-contractor's fault.
1 Defective material/
1 2 3 1 2 3work
2 Failure in coordina-
tion with other sub-
1 2 31 2 3contractors.
3. Failure in complying
with the master pro-
1 2 31 2 3gramme.
4 Damage to Main Con-
1 2 31 2 3tractor' s work.
F. Nominated Supplier's fault
213211 Defective ma ter is l.
3213212 Delay in delivery.
3 inadequate informa-
tion on material or
equipment installa-
2 311 2 3tion.
G. Others (please specify)
1 21 2 31
1 21 2 32


















3 Your company's history in Hong Kong
A. less than 5 years
B. 5-10 years
C. More than 10 years
4 Does your company have any form of project cost control
system? Yes No
if yes what system is your company using?
5. What proportion of your company's projects can you find
a cost overrun? (cost overrun means the final cost ex-




C. More than 507e
This is the end of the questionnaire. Thank you for your kind
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